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PROCEEDINGS  OF  THE  CONVENTION. 


ROOMS  OF  THE  INTERSTATE  COMMERCE  COMMISSION, 

Washington,  D.  C.,  November  19,  1912. 

The  convention  met  at  11  o'clock  a.  m.,  being  called  to  order  by 
the  president,  Charles  H.  Staples,  of  Minnesota,  with  William  H. 
Connolly  as  secretary. 

The  PRESIDENT.  The  hour  has  arrived  for  calling  to  order  the 
Twenty-Fourth  Annual  Convention  of  the  National  Association  of 
Railway  Commissioners.  I  shall  not  devote  any  time  to  making 
any  preliminary  statements  at  this  moment.  I  can  not  express  the 
pleasure  it  gives  me  to  present  one  who  will  make  the  address  of 
welcome.  My  admiration  for  the  gentleman  is  unlimited.  I  hope 
you  all  think  as  well  of  him  as  I. 

I  introduce  Judge  Prouty,  chairman  of  the  Interstate  Commerce 
Commission,  who  will  welcome  the  convention.  [Applause.] 

ADDRESS   OF   WELCOME. 

Mr.  PROUTY.  Gentlemen  of  the  convention,  I  am  told  that  it  is 
the1  custom  for  the  chairman,  the  one  who  happens  to  be  the  chair- 
man of  the  Interstate  Commerce  Commission  for  the  current  year, 
to  say  a  word  of  welcome  to  this  convention.  I  can  not  truth- 
fully assert  at  this  moment  that  I  approve  that  custom.  But  I  cer- 
tainly do  feel  the  distinction  of  being  allowed  to  stand  here  in  that 
capacity.  To  my  mind  few  conventions  will  meet  in  the  city  of 
Washington  during  this  year  which  are  more  significant  than  this 
meeting  which  begins  to-day. 

A  great  many  years  ago,  before  the  steam  railroad  was  ever 
thought  of,  a  great  thinker  said  with  perfect  truth  that  "  He  who 
controls  the  highways  of  a  nation  controls  its  destinies."  While 
our  railroads  are  not  the  sum  total  of  the  highways  of  the  United 
States  they  are  a  very  considerable  part  of  its  highways. 

You  gentlemen  come  here  from  all  parts  of  this  country;  your 
functions  are  as  varied  almost  as  the  States  from  which  you  come; 
but  you  are  all  engaged  in  this  work  of  the  regulation  of  our  rail- 
roads, and  in  that  capacity  you  are  engaged  in  a  work  of  great 
delicacy  and  of  very  great  importance. 

It  is  significant  that  the  trend  of  modern  thought  is  to  add  to 
the  authority  of  railroad  commissions.  This  is  done  not  only  by 
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extending  the  subjects  to  which  their  authority  attaches,  but  particu- 
larly by  making  the  exercise  of  that  authority  more  exclusive  and 
more  final. 

The  Supreme  Court  of  the  United  States  in  the  last  year  has 
handed  down  decisions  which  firmly  establish  the  principle  that  the 
orders  of  the  Interstate  Commerce  Commission,  made  in  the  exercise 
of  its  administrative  judgment,  can  not  be  disturbed  by  any  court; 
and  the  same  doctrine  will  finally  apply,  if  it  does  not  already  apply, 
to  the  State  commissions ;  for  that  doctrine  is  embedded  in  the  pro- 
found fact  that  you  can  not  revise  the  action  of  an  administrative 
body  by  judicial  methods  and  judicial  process. 

All  that,  my  friends,  carries  with  it  a  great  load  of  responsibility. 
I  had  the  pleasure  last  night  of  sitting  down  for  an  hour  with  my 
old  friend,  the  former  chairman  of  this  convention,  the  distinguished 
commissioner  from  New  York,  and  we  contrasted  in  our  conversation 
conditions  to-day  with  the  conditions  years  ago  when  he  and  I  were 
first  here. 

Why,  in  those  days,  gentlemen,  a  man  was  entirely  care- free.  He 
could  write  any  sort  of  an  opinion,  come  to  any  sort  of  a  decision, 
put  into  it  any  sort  of  a  theory,  and  go  to  bed  and  sleep  easy.  It 
was  not  of  the  slightest  consequence,  and  nobody  paid  the  slightest 
attention  to  it.  [Laughter.] 

But  to-day  when  the  Interstate  Commerce  Commission  makes  an 
order,  which  possibly  means  $1,000,000  a  year  to  the  carriers  affected 
by  it,  $20,000,000  upon  a  5  per  cent  basis  in  one  single  bite,  you  can 
not  help  feeling  the  load  of  responsibility  which  goes  with  the  mak- 
ing of  the  order. 

The  very  attitude  in  which  a  railroad  commissioner  stands  to  the 
parties  affected  by  his  action  requires  a  man  of  extremely  high 
ability.  In  the  first  place  the  commissioner  is  the  guardian  of  the 
rights  of  the  public.  It  is  his  business  first  of  all  to  protect  the 
public  from  the  aggression  and  the  improper  practice  of  the  railroad. 

I  am  aware  that  is  not  perhaps  the  universal  idea,  and  that  some 
people  dissent  from  that  proposition.  It  is  sometimes  said  that  a 
railroad  commissioner  stands  in  the  attitude  of  a  judge  whose  duty 
it  is  to  hear  the  testimony  and  decide  upon  the  testimony.  A  rail- 
road commission  with  no  power  except  that  to  receive  complaints, 
hear  the  evidence  of  parties  as  to  these  complaints,  and  decide  upon 
that  evidence,  would  be  of  some  consequence,  and  would  do  some 
good,  but  would  fall  far  short  of  the  purpose  of  the  ordinary  rail- 
road commission. 

No  man  was  ever  connected  with  the  Interstate  Commerce  Com- 
mission who  had  higher  judicial  ideals  than  Judge  Cooley,  its  first 
chairman;  yet  Judge  Cooley  very  early  in  his  career  as  a  commis- 
sioner wrote  an  opinion  in  which  he  said  that  the  act  to  regulate  com- 
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merce  was  enacted  not  to  protect  the  railroads  from  one  another,  but 
to  protect  the  people  from  the  railroads. 

The  genesis  of  the  commission  was  the  Granger  movement,  and  that 
movement  was  a  revolt  against  railroad  domination  and  the  evils 
which  grew  out  of  it.  Conditions  to-day  are  not  what  the  conditions 
were  then,  but  the  fundamental  idea  still  inheres. 

At  the  same  time,  gentlemen,  it  is  the  duty  of  the  railroad  com- 
missioner to  most  scrupulously  protect  the  railroad  and  to  mete  out 
to  the  railroad  the  most  exact  justice.  It  is  coming  to  be  appre- 
hended that  that  is  required  not  merely  as  a  measure  of  justice  to 
the  railway,  but  as  a  measure  of  right  in  the  interest  of  the  public. 

The  railroad  is  a  public  servant.  That  phrase  comes  to  us  from  the 
Supreme  Court  and  has  been  for  a  quarter  of  a  century  in  the  mouth 
of  everybody  who  has  to  do  with  this  subject.  It  comes,  as  time  goes 
on,  to  take  on  a  different  meaning.  Originally  the  people  said,  "  The 
railroad  is  our  servant;  therefore  we  can  kick  the  railroad  and  cuff 
the  railroad  ad  libitum." 

It  is  coming  to  be  understood,  gentlemen,  that  just  as  your  servant 
can  only  properly  discharge  his  duties  when  he  is  suitably  fed,  suit- 
ably clothed,  and  suitably  housed,  so  the  railroad  can  only  properly 
discharge  its  duties  when  it  receives  proper  treatment  from  the 
public. 

It  is  coming  to  be  appreciated  that  in  the  final  analysis  the 
public  pays  the  bill,  and  that  it  pays  for  us  as  railroad  commis- 
sioners to  accord  to  the  railroads  just  and  fair  treatment.  That,  I 
say,  is  not  only  demanded  by  justice;  it  is  demanded  by  public  in- 
terest. 

Gentlemen,  it  requires  ability  of  an  extremely  high  order  to  dis- 
charge those  two  contradictory  functions,  to  be  at  once,  so  to  speak, 
an  advocate  and  a  judge.  Not  only  that,  the  railroad  commissioners 
of  to-day  are  dealing  with  the  great  economic  problem  which  is 
before  this  country.  The  United  States  is  trying  an  experiment 
which  never  has  been  successfully  worked  out  yet  in  the  history  of 
the  world.  It  is  trying  to  build,  develop,  and  operate  its  railroads 
by  private  capital  under  rates  and  regulations  fixed  not  by  the 
owners  of  that  capital  but  by  the  public.  That,  I  say,  is  an  experi- 
ment which  has  never  yet  been  successfully  worked  out  to  the  end. 

There  is  not  the  slightest  trouble  in  dealing  with  the  property 
which,  to  use  the  phrase  of  Chief  Justice  Waite  in  the  old  Munn 
case,  has  already  been  devoted  to  the  public  service.  We  can  make 
rates  reasonable,  we  can  remove  discriminations,  we  can  put  on 
schedules  for  the  running  of  trains;  all  that  is  easy.  The  ques- 
tion is  here,  Can  you  obtain  under  this  system  the  new  money  which 
is  necessary  to  develop  our  old  railroad  systems  and  to  build  our  new 
railroad  systems? 
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That  is  the  crucial  question.  That  question  I  shall  not  deal  with, 
but  you  younger  gentlemen  within  the  next  25  years  will  have  it  to 
deal  with. 

My  home  is  up  on  the  Canadian  border.  It  is  sometimes  said  that 
Canada  is  trying  the  same  experiment  with  us.  Canada  has  a  railroad 
commission  which  is  much  more  potential  and  much  more  effective 
than  most  commissions  of  the  States,  or  than  the  Federal  commission. 
But  Canada  is  not  expecting  apparently  to  be  able  to  build  its  rail- 
roads from  private  capital  under  that  system.  Canada  is  building 
its  own  railroads.  She  owns  now  and  has  operated  with  indifferent 
success  for  some  years  one  railroad  a  thousand  miles  long.  She  is 
building  another  railroad  at  an  outlay  of  $250,000,000,  from  the 
Atlantic  to  the  Pacific.  She  is  about  beginning  the  construction  of  a 
railroad  to  Hudson  Bay.  There  is  hardly  a  railroad  in  the  whole 
Dominion  of  Canada  to-day,  long  or  short,  built  by  private  capital, 
which  has  not  received  a  subsidy  and  usually  a  subsidy  in  money. 

Gentlemen,  we  may  come  to  that  same  idea.  We  may  conclude  that 
railroads  ought  not  to  be  allowed  to  charge  rates  which  will  induce 
the  building  of  new  railroads  by  private  capital.  Perhaps  that  ought 
to  be  the  conclusion,  but  what  I  say  now  is  that  upon  the  manner  in 
which  you  gentlemen  deal  with  this  subject  of  railroad  regulation 
very  intimately  depends  the  success  with  which  this  experiment  is  to 
be  worked  out  and  the  future  of  that  question  in  this  country  of  ours. 

There  is  one  other  thought  which  necessarily  comes  to  the  front  on 
an  occasion  of  this  sort.  You  are  State  commissioners;  we  are  Fed- 
eral commissioners.  In  that  fact  many  people  see  confusion,  disaster, 
discord.  I  do  not,  myself,  feel  any  apprehension  of  conflict  or  disas- 
ter. But  it  certainly  is  possible  that  there  may  be  most  serious  con- 
fusion. 

Every  man,  I  think,  admits  that  in  the  commercial  intercourse 
of  the  United  States  there  should  be  no  such  thing  as  a  State  line. 
The  thing  which  led  to  the  calling  of  the  convention  which  finally 
gave  to  the  United  States  of  America  a  constitution,  and  made  it 
a  nation,  was  the  jealousy  which  existed  between  the  Colonies  over 
commercial  intercourse.  The  one  thing  which  was  admitted  all 
through  that  convention,  and  accepted  almost  as  a  matter  of  course, 
was  that  the  Federal  Government  must  control  commerce  between 
the  States. 

In  the  conventions  which  led  up  to  the  ratification  of  the  Consti- 
tution no  serious  question  was  made  in  but  a  single  State  over  that 
clause  which  gives  a  Federal  Congress  control  over  commerce  be- 
tween the  States  and  with  foreign  nations. 

The  Interstate  Commerce  Commission  and  all  the  activities  of  the 
Interstate  Commerce  Commission  are  based  upon  that  clause  of  the 
Constitution.  It  seems  to  me  that  it  must  finally  come  to  pass  in 
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some  way  or  other  by  additional  legislation  or  by  judicial  interpreta- 
tion that  the  Interstate  Commerce  Commission,  the  Federal  com- 
mission, must  have  power  to  prevent  any  manipulation  of  freight 
rates  which  will  give  to  the  citizens  of  one  State  a  commercial 
advantage  over  the  citizens  of  another  State.  To  that  extent  the 
authority  of  the  Federal  commission  must  finally  be  supreme. 

Upon  the  other  hand,  there  are  many  matters  which  should  prop- 
erly be  left  entirely  to  the  State  commissions.  Those  matters  concern 
principally,  perhaps,  the  building,  the  maintenance,  the  operation 
of  the  railroads.  Between  these  two  extremes  lie  the  great  mass  of 
our  activities.  Yours  as  State  commissions,  ours  as  a  Federal  com- 
mission. 

As  to  these  activities,  each  commission  is  entirely  independent,  and 
at  the  same  time  it  is  for  the  public  interest  that  our  activities  should 
be  harmonized.  It  is  greatly  in  the  public  interest  that  this  struc- 
ture of  rate  regulation,  that  the  rates  and  the  practices  under  which 
the  transportation  by  rail  of  this  country  is  conducted,  whether  State 
or  interstate,  should  be  one  harmonious  and  homogenous  whole. 

This  suggests  the  idea  that  there  ought  to  be  some  bond  of  con- 
nection between  the  State  commissions  and  the  National  commission. 
I  have  myself  often  considered  whether  it  would  not  be  possible  by 
law  to  supplement  the  one  commission  with  the  other,  but  without 
any  satisfactory  results. 

You  can  not  put  any  restraint  by  the  Nation  upon  the  State,  nor 
can  you  put  any  restraint  upon  the  Nation  by  the  State.  While, 
however,  it  may  not  be  possible  by  statute  to  do  anything  of  value 
in  that  direction,  it  certainly  ought  to  be  possible  by  agreement  to 
establish  some  bond  of  connection,  some  working  arrangement  be- 
tween the  State  commissions  and  the  National  commission,  which 
would  at  least  permit  of  the  free  discussion  of  these  questions — of 
the  understanding  by  various  State  commissions  of  the  conditions 
in  different  parts  of  the  United  States,  and  of  the  same  understanding 
by  the  National  commission — go  that  we  might,  when  a  conclusion 
is  reached,  act  at  least  intelligently. 

This  convention  affords  in  a  very  limited  way  an  opportunity  of 
that  sort.  As  I  understand  it,  that  idea  was  the  genesis  of  this  con- 
vention. The  early  members  of  the  Interstate  Commerce  Commission 
invited  the  members  of  the  State  commissions  here  in  order  that 
these  subjects  might  be  mutually  discussed. 

It  is  in  that  spirit  that  I  stand  here  as  the  representative  of  the 
Interstate  Commerce  Commission  this  morning.  We  are  glad  to  see 
you.  We  are  anxious  to  cooperate  with  you.  If  we  are  not  all  of 
us  present  at  all  these  meetings  all  the  time,  it  is  not  because  of  want 
of  disposition,  but  because  it  has  come  to  pass  in  the  pressure  of  busi- 
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ness  that  an  Interstate  Commerce  Commissioner  is  no  longer  master 
of  his  own  time. 

Gentlemen  of  the  State  commissions,  in  behalf  of  my  associates  and 
myself.  I  bid  you  welcome. 

The  PRESIDENT.  As  I  said  at  the  outset,  it  is  not  my  purpose  to 
occupy  the  time  of  this  association  in  doing  much  of  the  talking.  I 
want,  however,  to  say  that  in  my  judgment  no  member  of  any  com- 
mission is  loyal  to  the  position  he  holds,  nor  is  he  faithful  to  the 
performance  of  his  duties,  if  he  is  not  willing  to  sacrifice  anything  or 
any  selfish  interest  he  may  have  in  order  that  the  greatest  good  to 
the  public  shall  come. 

While  we  may  have  little  time  to  devote  to  it  this  morning,  I  want 
to  commend  everything  Commissioner  Prouty  has  said  to  every  mem- 
ber of  this  association,  and  I  hope  you  will  study  what  he  has  said. 
Many  of  his  utterances  mean  much  to  me  and  to  every  member  of 
this  association.  I  am  sure  that  we  all  feel  very  grateful  to  him  for 
addressing  us  and  thank  him  for  the  cordial  welcome  extended. 

The  reading  of  the  call  will  be  dispensed  with,  but  it  will  appear 
in  the  record  of  the  proceedings. 

CALL  FOR  THE  TWENTY-FOURTH  ANNUAL  CONVENTION. 

To  THE  MEMBERS  :  The  next  annual  convention  of  the  National  Association  of 
Railway  Commissioners  will  convene  in  the  hearing  room  of  the  Interstate 
Commerce  Commission,  in  the  city  of  Washington,  D.  C.,  on  Tuesday,  November 
19,  1912,  at  11  a.  m.  The  session  of  the  convention  held  in  October,  1911,  con- 
tinued for  a  period  of  four  days.  At  the  last  meeting  of  the  executive  com- 
mittee it  was  decided  to  urge  the  members  of  the  association  to  endeavor  to  so 
arrange  their  business  as  to  remain  a  sufficiently  long  time  to  give  thorough  and 
careful  consideration  to  the  many  important  topics  which  will  be  considered. 
It  is  urged  upon  the  chairmen  of  the  various  committees  that  the  reports  be 
completed  at  the  earliest  possible  date  and  transmitted  to  W.  H.  Connolly, 
chief  clerk  of  the  Interstate  Commerce  Commission,  who  is  our  secretary,  in 
order  that  he  may  have  the  same  printed  and  circulated  among  the  members. 
The  reports  should  be  in  his  hands  not  later  than  October  1,  next. 

Committee  chairmen  will  confer  a  special  favor  upon  the  president,  and  earn 
a  lasting  credit  for  themselves,  by  assisting  to  make  it  possible  to  have  all 
reports  printed.  It  is  suggested  that  reports  be  prepared  in  manifold  form  and 
copy  sent  to  each  member  of  your  committee,  with  the  request  that  he  authorize 
you  to  sign  his  name  to  the  official  report.  Committee  members  will  please  reply 
promptly. 

It  will  be  at  once  recognized  that  if  the  members  in  attendance  have  had 
opportunity  to  read  and  study  the  various  reports  they  are  in  much  better  posi- 
tion to  intelligently  discuss  the  same.  At  the  suggestion  of  the  executive  com- 
mittee, the  program  will  provide  in  the  order  of  business  for  a  special  topic, 
viz:  "Methods  and  practices  of  commissions  in  the  handling  of  the  various 
questions  which  come  before  them,  and  disposing  of  matters  and  cases."  " Not 
ivhat  they  have  done,  but  how  they  do  it."  Each  commission  represented  at  the 
meeting  is  requested  to  have  one  of  its  members  prepared  to  treat  the  subject 
concisely  and  briefly. 
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These  annual  conventions  have  long  ceased  to  have  any  feature  of  the 
"  junket,"  but,  instead,  are  decidedly  educational,  offering  abundant  opportunity 
for  every  member  in  attendance  and  the  public  he  serves  to  be  amply  repaid 
for  the  time  devoted  and  the  expense  attached.  It  is  the  earnest  hope  of  the 
president  that  every  public-service  regulating  body  will  have  its  full  membership 
present. 

WM.  H.  CONNOLLY,  Secretary. 

C.  F.  STAPLES,  President. 

LAURENCE  B.  FINN,  Chairman  Executive  Committee. 

ST.  PAUL,  MINN.,  September  21,  1912. 

The  committees  to  report  as  follows: 

Constitutional  committees. 

INDEX. 

1.  Executive. 

2.  Car  service  and  demurrage. 

3.  Delays  attendant  upon  enforcing  orders  of  railway  commissions. 

4.  Grade  crossings  and  trespassing  on  railroads. 

5.  Legislation. 

6.  Railroad   taxes   and   plans   for    ascertaining    fair    valuation   of    railroad 
property. 

7.  Rates  and  rate  making. 

8.  Railway  capitalization. 

9.  Statistics  and  accounts. 

10.  Safety  appliances. 

11.  Telephone  and  telegraph  rates  and  service. 

12.  Uniform  classification  and  simplification  of  tariffs. 

13.  Accounts  and  statistics  of  electric  railways. 

14.  Amendment  of  act  to  regulate  commerce. 

15.  Express  rates  and  express  service. 

16.  Power,  duties,  and  work  of  State  railway  commissions. 

17.  Railway  service  and  railway  accommodations. 

18.  Shippers'  claims. 

19.  Rails  and  equipment. 

No.  1.  EXECUTIVE. 
Laurence  B.  Finn,  commissioner  of  Kentucky,  chairman. 


O.  P.  Gothlin,  commissioner  of  Ohio. 
W.  J.  Wood,  commissioner  of  Indiana. 
Robert    R.    Prentis,.  commissioner    of 
Virginia. 


Martin  S.  Decker,  commissioner  of  Xew 
York,  second  district. 


EX  OFFICIO  MEMBERS. 


William  H.  Connolly,  chief  clerk  of 
Interstate  Commerce  Commission, 
Washington,  D.  C.,  secretary. 


C.  F.  Staples,  commissioner  of  Minne- 
sota, president. 
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No.  2.  CAB  SEKVICE,  DEMURRAGE,  AND  RECIPROCAL  DEMURRAGE. 

J.  Richard  Wingfleld,  commissioner  of  Virginia,  chairman. 


Elmer   P.    Spofford,    commissioner   of 

Maine. 
William  D.  Williams,  commissioner  of 

Texas. 
R  A.  Morley,  commissioner  of  Montana. 


H.  D.  Loveland,  commissioner  of  Cali- 
fornia. 

Bernard  A.  Eckart,  commissioner  of 
Illinois. 

O.  P.  Gothlin,  commissioner  of  Ohio. 


No.  3.  DELAYS  ATTENDANT  UPON  ENFORCING  ORDERS  OF  RAILWAY  COMMISSIONS. 
R.  Hudson  Burr,  commissioner  of  Florida,  chairman. 


Jesse  S.  Jones,  commissioner  of  Wash- 
ington. 

W.  T.  Lee,  commissioner  of  North 
Carolina. 

Max  Thelan,  attorney,  of  California. 


Thomas  K.  Campbell,  commissioner  of 

Oregon. 

J.  E.  Love,  commissioner  of  Oklahoma. 
William  R.   Warner,  commissioner  of 

Vermont. 


Xo.  4.  GRADE  CROSSINGS  AND  TRESPASSING  ON  RAILROADS 
John  A.  Jones,  commissioner  of  Maine,  chairman. 


William  F.  Rhea,  commissioner  of  Vir- 
ginia. 

J.  C.  Sullivan,  commissioner  of  Ohio. 

N.  S.  Ketchum,  commissioner  of  Iowa. 

S.  Hollister  Jackson,  commissioner  of 
Vermont. 


Alex.  Gordon,  commissioner  of  Califor- 
nia. 

Winthrop  Moore  Daniels,  commissioner 
of  New  Jersey. 


No.  5.  LEGISLATION. 
Ira  B.  Mills,  commissioner  of  Minnesota,  chairman. 


Franklin    McNeill,     commissioner    of 

North  Carolina. 
Frederick  J.  MacLeod,  commissioner  of 

Massachusetts. 
Henry  T.  Clarke,  jr.,  commissioner  of 

Nebraska. 


Lawton  T.  Hemans,  commissioner  of 
Michigan. 

John  E.  Eustis,  commissioner  of  New 
York,  first  district. 

Chas.  N.  Mann,  commissioner  of  Penn- 
sylvania. 


Xo.   6.  RAILROAD   TAXES   AND   PLANS   FOR   ASCERTAINING   F^VIR   VALUATION   OF 

RAILROAD  PROPERTY. 

Clifford  Thorne,  commissioner  of  Iowa,  chairman. 


Milo  R.  Maltbie,  commissioner  of  New 

York,  first  district. 
J.    F.    Shaughnessy,    commissioner   of 

Nevada. 
G.    McD.    Hampton,    commissioner   of 

South  Carolina. 


Royal  C.  Dunn,  commissioner  of  Flor- 
ida. 

Franklin  K.  Lane,  commissioner  of  In- 
terstate Commerce  Commission. 

P.  W.  Dougherty,  attorney  of  South 
Dakota  commission. 
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No.  7.  RATES  AND  RATE  MAKING. 
WM.  J.  WOOD,  commissioner  of  Indiana,  chairman. 


John   W.    Redmond,    commissioner   of 

Vermont. 

E.  H.  Walker,  commissioner  of  Nevada. 
James  S.   Harlan,  member   Interstate 

Commerce  Commission. 
E.  H.  Hogueland,  secretary  of  Kansas 

commission. 


Joseph  F.  Gray,  commissioner  of  Geor- 
gia. 

John  M.  Eshleman,  commissioner  of 
California. 

O.  P.  Gothlin,  public-service  commis- 
sioner of  Ohio. 


No.  8.  RAILWAY  CAPITALIZATION. 
C.  H.  Hughes,  commissioner  of  Ohio,  chairman. 


Judson  C.  Clements,  Interstate  Com- 
merce Commission. 

George  R.  Edwards,  commissioner  of 
Mississippi. 

A.  T.  Siler,  commissioner  of  Ken- 
tucky. 


Joseph    Burlingame,   commissioner   of 

Rhode  Island. 
Frank    W.    Stevens,    commissioner    of 

New  York  (second  district). 
George   Rice,   commissioner   of   South 


Dakota. 

No.  9.  STATISTICS  AND  ACCOUNTS. 
B.  H.  Meyer,  Interstate  Commerce  Commissioner,  Washington,  D.  C.,  chairman. 


Halford  Erickson,  commissioner  of 
Wisconsin. 

L.  G.  Wettling,  statistician  of  Ne- 
braska commission. 

W.  C.  Wishart,  clerk  of  Railroad  Com- 
mission of  New  York. 


C.  I.  Sturgis,  Association  of  Railway 
Accounting  Officers,  of  Chicago,  111. 

C.  A.  Radcliffe,  secretary  railroad  com- 
mission of  Ohio. 

Thomas  Yapp,  assistant  secretary  of 
Minnesota  Railroad  Commission. 


No.  10.  SAFETY  APPLIANCES. 
William  Kilpatrick,  secretary  of  Illinois  Railroad  Commission,  chairman. 


D.  J.  Palmer,  commissioner  of  Iowa. 

).  Boyle,  commissioner  of  Montana. 

Jeorge  W.  Dickinson,  commissioner  of 
Michigan. 

F.  J.  Meredith,  commissioner  of  Lou- 
isiana. 


Frank    E.    Payne,    commissioner    of 

Indiana. 
D.    F.    Jurgensen,   engineer,   Railroad 

Commission  of  Minnesota. 


No.  11.  TELEPHONE  AND  TELEGRAPH  RATES  AND  SERVICE. 
H.  J.  Winnett,  commissioner  of  Nebraska,  chairman. 


S.  De  Pass,  commissioner  of  Ari- 
zona. 

r.  C.  Robinson,  commissioner  of  South 
Dakota. 

H.     Stutsman,     commissioner    of 
North  Dakota. 


A.  P.  Watson,  commissioner  of  Okla- 
homa. 

Thomas  W.  D.  Worthen,  commissioner 
of  New  Hampshire. 

William  R.  Wilcox,  commissioner  of 
New  York  (first  district). 
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No.  12.  UNIFORM  CLASSIFICATION  AND  SIMPLIFICATION  OF  TARIFFS. 

Edgar  E.  Clark,  commissioner  Interstate  Commerce  Commission,  Washington, 

D.  C.,  chairman. 


Dwight  N.  Lewis,  secretary  Iowa  com- 
mission. 

H.  B.  Oglesby,  commissioner  of  Mis- 
souri. 

John  E.  Benton,  commissioner  of  New 
Hampshire. 


John  H.  Hale,  commissioner  of  Con- 
necticut. 

W.  B.  Wilson,  commissioner  of  Missis- 
sippi. 

John  G.  Richards,  jr.,  commissioner  of 


South  Carolina. 
Special  committees. 

No.  13.  ACCOUNTS  AND  STATISTICS  OF  ELECTRIC  RAILWAYS. 
A.  F.  Weber,  statistician  New  York  commission  (first  district),  chairman. 


George   W.    Bishop,    commissioner   of 

Massachusetts. 
George   F.    Giddings,   clerk   of   Maine 

Railroad  Commission. 
James  A.  Willoughby,  commissioner  of 

Illinois. 


John  F.  McClure,  commissioner  of  In- 
diana. 

James  E.  Sague,  commissioner  of  New 
York,  second  district. 

Nathaniel     Ewing,     commissioner     of 


Pennsylvania. 
No.  14.  AMENDMENT  OF  ACT  TO  REGULATE  COMMERCE. 
C.  C.  McChord,  Interstate  Commerce  Commissioner,  Washington,  D.  C.,  chairman. 


H.  F.  Bartine,  commissioner  of  Nevada. 
N.  A.  Blitch,  commissioner  of  Florida. 
Robert  R.  Prentis,  commissioner  of 

Virginia. 
Charles   Henderson,    commissioner    of 

Alabama. 


J.    H.    Henderson,    commissioner    of 

Iowa. 
Edward  C.  Niles,  commissioner  of  New 

Hampshire. 


No.  15.  EXPRESS  SERVICE  AND  EXPRESS  RATES. 
Martin  S.  Decker,  commissioner  of  New  York  (second  district),  chairman. 


Laurence  B.  Finn,  commissioner  of 
Kentucky. 

Charles  A.  Prouty,  Interstate  Com- 
merce Commission. 

Halford  Erickson,  commissioner  of 
Wisconsin. 


Orville  F.  Berry,  commissioner  of  Illi- 
nois. 

Charles  M.  Candler,  commissioner  of 
Georgia. 

Charles  E.  Elmquist,  commissioner  of 
Minnesota. 


No.  16.  POWERS,  DUTIES,  AND  WORK  OF  STATE  RAILWAY  COMMISSIONS. 
W.  C.  Smith,  commissioner  of  South  Dakota,  chairman. 


B.  L.  Caughman,  commissioner  of 
South  Carolina. 

John  H.  Roemer,  commissioner  of  Wis- 
consin. 

Allison  Mayfleld,  commissioner  of 
Texas. 


George  Plumb,  commissioner  of  Kan- 


sas. 


W.  F.  McKnight,  commissioner  of  Ar- 
kansas. 

Robert  Williams,  commissioner  of  New 
Jersey. 
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No.  17.  RAILWAY  SLBVICE  AND  RAILWAY  ACCOMMODATIONS. 
Clyde  B.  Aitchison,  commissioner  of  Oregon,  chairman. 


Shelby  Taylor,  commissioner  of  Lou- 
isiana. 

J.  W.  Hering,  commissioner  of  Mary- 
land. 


Winfield  A.  Huppuch,  commissioner  of 
New  York  (second  district). 

R.  P.  Allen,  commissioner  of  Arkansas. 

Daniel  H.  Staley,  commissioner  of 
Colorado. 

Frank  N.  Julian,  commissioner  of 
Alabama. 


No.  18.  SHIPPERS'  CLAIMS. 
Cassius  L.  Glasgow,  commissioner  of  Michigan,  chairman. 


W.     H.     Simmons,     commissioner     of 

Nevada. 
Richard  T.   Higgins,  commissioner  of 

Connecticut. 
Aaron  P.   Anderson,   commissioner  of 


O.   P.   N.   Anderson,   commissioner   of 

North  Dakota. 
George      Hillyer,      commissioner      of 

Georgia. 
John  A.  Knott,  commissioner  of  Mis- 


Colorado. 

No.  19.  RAILS  AND  EQUIPMENT. 

Committee  authorized  by  executive  committee  February  4,  1912.  James  E. 
Sague,  public  service  commissioner  of  New  York  (second  district),  chair- 
man. 


W.  J.  Wood,  commissioner  of  Indiana. 


Charles  E.  Elmquist,  commissioner  of 
Minnesota. 


MEMBERS  IN  ATTENDANCE. 

The  secretary  called  the  roll,  and  the  following  were  found  to  be 
present : 

Arkansas:  W.  F.  McKnight,  W.  E.  Floyd  (secretary). 

California:  John  M.  Eshleman  (chairman),  Max  Thelen. 

Connecticut:  R.  T.  Higgins  (chairman). 

Florida:  R.  Hudson  Burr   (chairman),  N.  A.  Blitch,  Royal  C. 
Dunn,  J.  Will  Yon  (secretary). 

Georgia:  C.  M.  Candler  (chairman),  W.  J.  Prince  (rate  expert). 

Illinois:  James  A.  Willoughby,  William  Kilpatrick  (secretary). 

Indiana:  William  J.  Wood  (chairman). 

Iowa:  C.  Thorne,  G.  L.  McCaughan  (secretary),  J.  H.  Henderson 
(commerce  counsel). 

Kansas:  George  Plumb  (chairman),  John  T.  White. 

Kentucky:  Laurence  B.  Finn  (chairman),  H.  G.  Garrett. 

Massachusetts:  Frederick    J.    Macleod    (chairman),    George    W. 
Bishop. 

Michigan:  Cassius  L.  Glasgow  (chairman). 

Minnesota:  Ira  B.  Mills  (chairman),  Charles  F.  Staples,  Charles 
E.  Elmquist,  Thomas  Yapp  (assistant  secretary). 

Nevada:  E.  H.  Walker  (secretary). 
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New  Hampshire:  Edward  C.  Niles  (chairman),  John  E.  Benton 
(clerk). 

Xew  York  (first  district)  :  M.  R.  Maltbie,  George  C.  S.  Williams, 
T.  H.  Whitney  (secretary). 

New  York  (second  district)  :  Martin  S.  Decker,  James  E.  Sague. 

North  Carolina:  Franklin  McNeill  (chairman),  A.  J.  Maxwell 
(secretary). 

Ohio:  O.  P.  Gothlin  (chairman),  J.  C.  Sullivan.  O.  H.  Hughes. 
C.  A.  Radcliffe  (secretary). 

Oklahoma :  S.  P.  Watson,  George  A.  Henshaw. 

Oregon:  C.  B.  Aitchison  (chairman),  Frank  J.  Miller. 

Pennsylvania:  F.  G.  Gerberich  (Chief  Bureau  of  Railways,  In- 
ternal Affairs). 

Rhode  Island:  W.  C.  Bliss  (chairman),  S.  E.  Hudson,  R.  F.  Rod- 
man, J.  W.  Rowe  (secretary). 

South  Carolina:  B.  L.  Caughman  (chairman),  John  G.  Richards, 
jr.,  G.  McD.  Hampton. 

South  Dakota:  W.  G.  Smith. 

Virginia:  Robert  R.  Prentis  (chairman),  William  F.  Rhea,  J. 
Richard  Wingfield. 

Washington:  George  A.  Lee  (chairman),  Harry  E.  Wilson. 

Wisconsin :  David  Harlowe. 

Interstate  Commerce  Commission:  Charles  A.  Prouty  (chairman). 
Judson  C.  Clements,  Franklin  K.  Lane,  Edgar  E.  Clark,  Charles  C 
McChord,  Balthasar  H.  Meyer,  William  H.  Connolly  (chief  clerk). 

Association  of  American  Railway  Accounting  Officers :  C.  I.  Stur- 
gis,  J.  A.  Taylor,  L.  A.  Robinson. 

American  Electric  Railway  Accountants'  Association:  William  F. 
Ham,  C.  M.  Duffy. 

Board  of  Railway  Commissioners  of  Canada:  A.  D.  Cartwright 
(secretary). 

REPORT  OF  EXECUTIVE  COMMITTEE. 

Mr.  FINN,  of  Kentucky.  The  executive  committee  presents  the  fol- 
lowing report : 

The  executive  committee  recommends  the  following  rules  for  the 
convention : 

Unless  otherwise  specially  determined,  the  convention  shall  meet 
each  clay  at  10  o'clock  a.  m.  and  continue  in  session,  subject  to  motion 
for  recess  or  adjournment. 

ORDER  OF  BUSINESS. 

Report  of  the  executive  committee. 

Address  of  the  president. 

The  committee  reports  in  the  following  order : 
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Car  service,  demurrage,  and  reciprocal  demurrage. 

Delays  attendant  upon  enforcing  orders  of  railway  commissions. 

Grade  crossings  and  trespassing  on  railroads. 

Legislation. 

Railroad  taxes  and  plans  for  ascertaining  fair  valuation  of  railroad 
property. 

Rates  and  rate  making. 

Railway  capitalization. 

Statistics  and  accounts. 

Safety  appliances. 

Telephone  and  telegraph  rates  and  service. 

Uniform  classification  and  simplification  of  tariffs. 

Accounts  and  statistics  of  electric  railways. 

Amendment  of  act  to  regulate  commerce. 

Express  service  and  express  rates. 

Powers,  duties,  and  work  of  State  railway  commissions. 

Railway  service  and  railway  accommodations. 

Shippers'  claims. 

Rails  and  equipment. 

Vacancies  on  committees  shall  be  filled  through  appointment  by 
the  president  from  members  present  if  it  appears,  that  the  filling  of 
such  vacancies  is  necessary  to  the  proper  construction  of  committee 
reports  to  be  presented  to  the  convention.  The  chairman  of  each 
committee,  or  in  case  of  his  absence  the  next  ranking  members  of 
the  committee  present,  shall  make  the  preliminary  statement  for  the 
committee  as  to  the  report  and  time  during  the  session  when  the 
report  will  be  ready  for  presentation. 

Members  of  the  association  will,  on  the  first  day  of  the  session, 
present  in  writing  to  the  secretary  special  subjects  for  discussion; 
such  proposed  subjects  will  be  referred  to  the  executive  committee 
for  report  with  reference  to  discussion  of  such  subjects  by  the 
convention. 

The  president  of  the  convention  will,  during  the  first  day's  session, 
appoint  the  following  session  committees : 

A  committee  on  time  and  place  of  holding  next  convention,  con- 
sisting of  five  members. 

A  committee  on  complimentary  resolutions,  consisting  of  three 
members. 

A  committee  on  memorials. 

It  is  recommended  that  the  committee  on  tune  and  place  announce 
early  in  the  session  a  meeting,  at  which  an  opportunity  will  be  given 
to  all  who  may  desire  to  be  heard. 

It  is  recommended  that  the  election  of  officers  be  held  at  3  o'clock 
Wednesday,  November  20. 
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Ayes  and  noes  shall  be  taken  upon  any  question  on  the  demand  of 
five  members,  and  a  division  shall  be  taken  upon  any  question  on  the 
demand  of  three  members,  and  upon  a  division  the  record  shall  show 
the  number  voting  in  the  affirmative  and  the  number  voting  in  the 
negative. 

All  of  which  is  respectfully  submitted. 

LAURENCE  B.  FINN, 

Chairman. 

O.  P.  GOTHLIN, 

W.  J.  WOOD, 
ROBERT  R.  PRENTIS, 
MORTIN  S.  DECKER, 
C.  F.  STAPLES, 
WM.  H.  CONNOLLY, 
Executive  Committee. 

Mr.  FINN,  of  Kentucky.  I  move  the  adoption  of  this  report  as  the 
order  of  business. 

The  motion  was  carried. 

The  PRESIDENT.  I  call  the  special  attention  of  the  members  of  the 
association  to  one  provision  which  makes  it  possible  for  any  member 
of  the  association  who  has  any  topic  or  any  subject  which  he  desires 
to  have  specially  considered  (and  I  ought  to  say  at  this  time  that 
that  topic  should  pertain  to  something  which  does  not  properly 
come  within  the  province  of  any  standing  committee)  the  oppor- 
tunity is  here  given  for  him  to  hand  to  the  secretary,  in  writing,  his 
request,  on  the  first  day  of  the  association,  and  the  executive  com- 
mittee will  endeavor  to  find  a  time  when  such  special  topics  may 
have  consideration. 

ADDRESS  OF  THE  PRESIDENT. 

It  affords  me  a  great  deal  of  pleasure  to  meet  with  you  this  morn- 
ing, and  I  particularly  emphasize  the  pleasure  it  gives  me  to  see 
such  a  large  attendance.  That  is  more  gratifying  to  me  than  I  can 
express.  I  feel  in  regard  to  this  association,  on  the  occasion  of  this 
meeting,  a  great  deal  like  a  faithful  father  should  feel  toward  his 
family.  I  feel  somewhat  responsible,  and  it  is  gratifying  to  me  to 
have  such  a  response,  I  assure  you. 

These  conventions  should  be  conducted  as  schools  where  the  mem- 
bers may  attend  and  profit  by  open  discussions.  These  discussions 
should  be  orderly  and  always  confined  to  the  subject  under  considera- 
tion. Those  who  are  most  experienced  in  the  particular  topic  should 
give  to  the  members  the  benefit  of  their  knowledge.  Every  member  in 
attendance  should  be  willing  to  devote  his  full  time  to  the  sessions. 

One  who  can  not  take  back  to  his  State  a  benefit  derived  from  his 
attendance,  which  will  make  for  increased  efficiency  far  in  excess  of 
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the  cost  of  his  trip,  may  be  regarded  as  the  man  who  is  in  the  wrong 
place.  I  had  hoped  that  before  the  meeting  of  this  convention  we 
would  have  received  from  the  Supreme  Court  of  the  United  States 
the  decisions  in  the  pending  rate  cases  in  order  that  we  might  have 
the  benefit  of  any  new  principles  which  may  be  found.  My  disap- 
pointment is  no  doubt  shared  by  all  those  present. 

While  most  of  the  public-service  corporations  are  more  or  less  sub- 
ject to  public  control,  undoubtedly  the  railroads  are  regarded  as  the 
first  in  importance.  Every  fair-minded  man  wants  to  see  the  roads 
grow  and  prosper.  In  our  modern  form  of  civilization  we  are  as 
much  dependent  upon  the  railways  for  prosperity  and  happiness  as 
they  are  dependent  upon  the  people  for  their  earnings.  It  matters 
little  where  a  man  lives  to-day;  he  expects  the  privilege  of  having 
delivered  to  him  daily  at  his  nearest  station  all  the  fruits,  vegetables, 
and  other  commodities  to  be  found  in  any  part  of  the  country.  He 
must  not  complain  when  required  to  pay  a  reasonable  charge  for  this 
service. 

Let  us  not  forget  that  in  administering  the  laws  and  regulations 
justice  to  all  interests  must  be  the  rule,  but  that  the  rights  of  the 
people  are  always  superior  to  that  of  any  corporation.  The  railroad 
magnate,  potent  as  he  is,  must  acknowledge  in  the  Government  a 
master.  The  employee,  like\vise,  while  his  first  duty  is  to  his  em- 
ployer, yet  he,  too,  owes  a  duty  to  the  public  also.  The  people  may 
properly  recognize  the  railways  as  their  servants,  and  as  such  should 
always  be  ready  to  accord  to  them  fair  treatment  and  do  nothing  to 
prevent  their  legitimate  development  and  progress. 

No  transportation  company  has  the  right  to  say  who  shall  do  busi- 
ness, what  community  shall  grow  and  prosper,  nor  upon  what  basis 
the  transportation  tax  shall  be  assessed.  Excepting  with  a  very  few 
managers  of  railway  properties,  it  is  now  universally  admitted  that 
railway  regulation  is  a  public  necessity.  This  not  only  promotes 
and  protects  the  public  and  business  interests,  but  also  affords  a 
needed  protection  to  the  transportation  companies  themselves.  It 
is  only  a  few  years  since  the  most  of  the  strong  railways  were  refund- 
ing to  the  large  shippers  enormous  sums  of  money  in  the  shape  of 
rebates  in  one  form  or  another.  This  grew  to  such  proportions  that 
they  were  obliged  to  seek  legislation  to  protect  their  revenues. 
While,  as  I  have  said,  Government  regulation  is  regarded  as  a  neces- 
sity, yet  it  is  not  yet  settled  who  shall  regulate.  I  recall  it  is  but  a 
few  years  since  the  representatives  of  railway  companies  were  ex- 
pending much  time  and  money  to  prevent  Congress  from  increasing 
the  powers  of  the  Interstate  Commerce  Commission.  To-day  the 
aim  of  the  companies  is  to  secure  the  Federal  commision  complete 
control.  So  I  repeat  that  the  question,  "Who  shall  regulate"  is 
not  fully  settled.  I  do  not  believe  we  can  justly  criticize  the  roads 
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for  their  attitude.  There  is  a  fault  and  the  remedy  is  in  our  hands. 
As  long  as  you  have  several  States  studying  to  see  which  can  outdo 
all  others  in  radical  and  antagonistic  regulations,  the  roads  are  justi- 
fied in  complaining.  What  we  need  is  more  cooperation  among 
States  to  the  end  that  the  greatest  possible  uniformity  in  all  matters 
be  accomplished,  and  in  all  matters  where  it  is  possible  there  should 
be  cooperation  with  the  representatives  of  the  railways.  For  illus- 
tration: The  representatives  of  various  railway  companies  and  the 
commissions  from  the  States  of  Wisconsin,  Illinois,  Iowa,  North 
and  South  Dakota,  and  Minnesota  have  within  the  past  year  held 
several  conferences  with  the  view  of -establishing  uniform  rules  to 
govern  in  the  installing  of  safety  devices.  This  effort  will  soon 
result  in  an  accomplished  fact.  Also,  officials  from  several  of  the 
States  have  held  several  meetings  with  the  purpose  of  arriving  at  a 
uniform  plan  for  valuing  railway  properties.  Another  crying  need 
is  that  legislatures  should  refrain  wholly  from  establishing  transpor- 
tation rates  and  enacting  drastic  laws  to  govern  the  companies.  The 
necessary  power  to  regulate  should  be  vested  in  the  commissions,  and 
they  should  be  held  accountable  for  reasonable  control  and  regulation 
in  all  respects. 

Perhaps  no  member  of  this  association  has  labored  more  earnestly 
for  full,  active  cooperation  between  the  Federal  and  State  commis- 
sions than  I.  Yet  I  feel  we  are  making  very  slow  progress  and  that 
much  benefit  which  might  accrue  to  the  public  is  lost.  I  still  hope 
for  a  plan  to  be  worked  out  for  complete  cooperation.  In  this  con- 
nection, I  want  to  suggest  to  this  meeting  the  consideration  of  the 
question  of  having  all  the  States  join  in  maintaining  at  Washington 
ii  common  agent  to  represent  the  various  commissions  in  all  matters 
affecting  interstate  questions.  I  believe  this  is  practical,  will  cost 
the  several  States  but  a  small  sum  each,  and  will  prove  to  be  a  great 
benefit  if  given  a  fair  trial.  Also  that  it  will  prove  a  means  of  effect- 
ing a  closer  cooperation  between  the  different  authorities. 

I  desire  to  call  to  the  attention  of  the  convention  the  utter  indif- 
ference manifested  on  the  part  of  many  members  to  the  need  for 
proper  attention  to  committee  work.  To  make  these  meetings  of  the 
greatest  value  every  member  must  respond  when  called  upon  for 
assistance.  You  may  ask  "  How  is  this  to  be  brought  about  ?  "  My 
answer  is,  "Publicity."  No  man  cares  to  have  the  public  advised 
that  he  is  derelict  in  the  performance  of  his  public  duties. 

The  many  questions  to  come  before  this  meeting  contained  in  the 
report  are  of  much  more  than  passing  interest  and  should  not  be 
treated  in  a  perfunctory  manner,  but  rather  should  have  the  serious 
and  earnest  consideration  of  the  convention.  No  report  should  be 
read  and  summarily  disposed  of.  If  I  had  my  way,  no  report  would 
be  considered  until  such  time  as  every  member  in  attendance  could 
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raise  his  hand  to  the  question,  "  Have  you  studied  this  report  care- 
fully ? "  Of  course,  this  plan  is  not  possible  in  cases  where  commit- 
tees have  failed  to  have  the  report  prepared  and  filed  in  time  for 
printing.  For  such  failures  an  effective  penalty  should  be  provided. 
I  believe  these  questions  merit  and  should  receive  special  and  serious 
consideration  at  this  session,  if  you  wish  to  develop  the  greatest 
possible  good  to  come  from  our  organization. 

My  plan  for  naming  chairmen  and  committees  was  to  endeavor 
to  select  men  with  some  qualification  for  the  special  work,  so  far 
as  it  was  possible  to  learn  the  same;  also  to  have  the  different  sec- 
tions of  the  country  represented  upon  the  different  committees  and 
to  practically  confine  one  member  to  one  committee,  thus  giving 
him  no  excuse  for  failure  to  cooperate. 

The  committees  were  appointed  on  the  following  dates:  Execu- 
tive committee,  November  1,  1911 ;  express  rates  and  service,  Novem- 
ber 1,  1911;  all  other  committees,  December  1,  1911.  Since  that  time 
I  have  not  hesitated  to  frequently  urge  upon  the  several  chairmen 
the  importance  of  undertaking  the  work  early — perhaps  have  gone 
further  than  propriety  warrants.  To  have  a  plan  for  organizing  and 
how  to  name  the  committees  worked  out  by  the  convention  will  be 
of  great  assistance  to  your  president. 

As  stated  before,  these  meetings  are  educational.  The  association 
has  no  power  to  enforce  any  rule  or  conclusion  agreed  upon,  yet  in 
any  case  where  we  come  to  a  common  understanding  after  a  full 
and  intelligent  discussion  the  conclusions  should  be  helpful  if  not  a 
complete  guide  to  the  different  regulating  bodies.  Furthermore, 
numerous  instances  can  be  given  where  the  transportation  companies 
have  voluntarily  adopted  our  recommendations  or  conclusions  and 
put  the  same  in  force,  thereby  establishing  uniformity  through  the 
country,  something  we  should  always  work  for  where  conditions  will 
admit  of  it.  Incidentally,  I  wish  to  express  the  view  that  as  a  body 
representing  the  interests  of  the  people,  it  seems  to  me  that  there  is 
every  reason  why  we  should  interest  ourselves  in  questions  of  ap- 
pointment of  men  to  public  office,  particularly  when  the  office  has 
more  or  less  relation  to  questions  of  public  regulation. 

WEIGHING  OF  FREIGHT. 

Special  attention  is  invited  to  the  necessity  for  full  cooperation 
with  and  every  possible  assistance  to  the  Federal  commission  now 
engaged  in  the  work  of  revising  the  methods  employed  in  determin- 
ing the  correct  weight  of  freight  shipments  for  arriving  at  the 
proper  transportation  charges,  particularly  for  carload  shipments. 
The  question  is  by  no  means  a  simple  one;  many  questions  are  in- 
volved, such  as  a  sufficient  number  of  scales,  properly  inspected  and 
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kept  in  order;  a  safe  and  correct  system  for  doing  the  weighing; 
a  plan  whereby  the  unreliable  stenciled  weight  on  cars  can  be  over- 
come, etc.  The  State  of  Minnesota  has  recently  undertaken  to  weigh 
several  empty  cars  under  circumstances  which  give  reliable  conclu- 
sions. In  brief,  the  results  are  as  follows:  One  lot  consisted  of 
3,516  cars  from  various  roads,  where  1,374,  or  39  per  cent  of  them, 
weighed  in  the  aggregate  484,490  pounds  over  the  stenciled  weight, 
and  1,778,  or  50.5  per  cent  of  them,  weighed  in  the  aggregate  944,620 
pounds  less  than  the  stenciled  weight,  while  364,  or  10.3  per  cent, 
were  correct.  Another  lot  of  10,967  cars  showed  6,254,  or  57.1  per 
cent  of  them,  weighed  in  the  aggregate  2,884,330  pounds  over  the 
etenciled  weight;  4,207,  or  38.3  per  cent,  weighed  2,307,380  pounds 
less  than  the  stenciled  weight ;  and  506,  or  4.4  per  cent,  were  correct. 
Still  another  lot  of  1,707,  where  998  cars,  or  58.5  per  cent,  weighed 
526,980  pounds,  in  the  aggregate,  more  than  the  stenciled  weight, 
and  564  cars,  or  33  per  cent,  weighed  321,080  pounds  less  than  the 
stenciled  weight,  and  145  cars,  or  8.5  per  cent,  were  correct. 

These  cars  were  weighed  over  scales  which  were  kept  in  perfect 
condition  by  the  State,  the  differences  ranging  from  20  pounds  to 
as  high  as  12,000  pounds,  either  under  or  over  the  correct  weight. 
These  variations  from  the  correct  weight  are  sometimes  due  to 
weather  conditions,  to  foreign  matter  in  the  car,  and  often  it  is  the 
case  that  repairs  have  been  made  to  the  car  which  materially  change 
the  weight,  and  no  correction  is  made  in  the  stencil.  Careless  weigh- 
ing for  stenciling  purposes  over  scales  not  correct  is  frequently  the 
cause. 

It  is  true  the  difference  is  sometimes  in  favor  of  the  company  and 
sometimes  against  it,  yet  it  is  perfectly  manifest  that  in  the  interest 
of  fairness  to  all  concerned  these  conditions  must  be  remedied.  The 
necessity  for  installing  many  additional  track  scales  and  for  inaugu- 
rating a  complete  plan  for  public  supervision  has  been  fully  demon- 
strated by  the  work  in  our  State  during  the  past  five  years.  To  show 
how  the  shipping  public  is  affected  by  these  unreliable  conditions  I 
will  cite  one  example  typical  of  many:  A  St.  Paul  firm  shipped  to 
their  own  order  for  two  firms  in  a  Montana  town  a  carload  of  stoves. 
These  were  carefully  weighed  in  the  store  before  loading  over  State- 
sealed  scales,  showing  24,200  pounds  to  be  the  weight.  The  railroad 
"  outweight  "  over  track  scales  was  25,000  pounds.  The  house  prepaid 
the  freight  on  the  25,000  pounds,  at  92  cents  per  100  pounds— $230— 
and  charged  to  the  customer  freight  upon  24,200  pounds,  or  $222.64, 
standing  the  difference  of  $7.36.  When  this  carload  reached  Billings 
while  en  route  to  destination  point  beyond,  it  was  reweighed  over  a 
track  scale  showing  26,400  pounds,  and  the  railroad  company  billed 
for  additional  freight  charges  of  $12.88.  Had  this  car  weighed  at 
Billings  1,400  pounds  under  rather  than  over  the  first  weight,  it  is  a 
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question  if  anything  would  have  been  heard  from  it.  These  discrep- 
ancies may  have  resulted  from  careless  weighing,  inaccurate  scales,  or 
using  the  stenciled  tare  of  car  likely  incorrect ;  more  probably  all  three 
causes  combined  contributed  to  the  differences.  I  would  recommend 
that  this  subject  offers  a  fruitful  field  for  investigation,  and  may 
properly  be  referred  to  the  committee  on  shippers'  claims.  I  will  be 
glad  to  supply  all  the  detail  of  our  car  weighing  and  scale  inspections. 
The  railway  companies  fully  appreciate  the  necessity  for  correcting 
the  present  system  employed.  When  we  began  scale  inspection  five  ' 
years  ago  our  test  car  was  the  only  one  in  the  State.  At  the  present 
time  the  railway  companies  have  12  cars. 

CAR  SUPPLY. 

I  believe  this  question  is  to  be  treated  by  one  of  the  standing  com- 
mittees, and  I  hope  the  importance  of  the  subject  will  so  impress  the 
members  that  some  effective  means  of  working  out  a  remedy  for  the 
future  will  be  taken.  We  have  periods  in  different  parts  of  the  coun- 
try when  it  is  not  only  difficult  but  often  impossible  to  supply  the 
necessary  cars  in  which  to  market  the  products.  It  is  the  duty  of  the 
railway  companies  to  supply  the  necessary  equipment.  It  may  well 
be  inquired  if  any  privately  owned  cars  should  be  allowed  in  use. 
This,  however,  need  not  mean  that  each  company  must  own  all  the 
cars  of  the  different  characters  needed  at  any  time.  When  it  is  pos- 
sible to  find  standing  on  the  tracks  of  the  different  companies  for 
days  at  a  time  large  numbers  of  empty  cars,  and  if  we  take  into 
account  the  average  length  of  time  it  requires  to  load,  transport,  and 
unload  a  car  of  freight,  we  may  well  inquire  if  the  present  equipment 
is  being  used  to  the  best  advantage.  The  idea  of  a  central  holding 
company,  owned  by  the  various  railway  companies,  from  which  extra 
cars  may  be  obtained  in  times  of  shortage  is  suggested  as  a  partial 
remedy. 

SAFETY  OF  OPERATION. 

There  are  many  men  who  advocate  the  use  of  different  forms  of 
automatic  train-control  devices  as  a  means  to  prevent  occurrence  of 
wrecks  and  accidents.  No  doubt  can  exist  that  there  are  now  on  the 
market  and  in  use  many  safety  devices  which  aid  materially  in  re- 
ducing the  number  of  casualties.  The  "Automatic  Block  Signal,"  for 
example,  is  now  recognized  as  of  such  aid  to  safe  operation  as  to 
raise  the  question  whether  it  is  not  time  to  require  all  important  lines 
to  install  the  same.  The  point  I  desire  to  make  at  this  time,  however, 
is  that  with  the  use  of  all  the  modern  safety  appliances  you  can  not 
remove  the  question  of  human  equation,  but  rather  that  the  man  con- 
nected with  operation  should  at  all  times  realize  that  the  responsi- 
bility rests  upon  him  to  see  that  preventable  accidents  do  not  occur. 
It  is  said  that  between  50  and  60  per  cent  of  the  accidents  are  pre- 
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veritable.  These  are  such  as  are  due  to  collisions,  spread  rails,  bad 
ties,  and  other  causes  within  the  reasonable  power  of  man  to  foresee. 

During  the  year  1911  there  occurred  upon  the  roads  in  Minnesota 
154  wrecks.  Of  these  81  were  in  the  preventable  class  and  73  non- 
preventable.  In  the  preventable  class  the  casualties  were:  Deaths, 
23;  injured.  200.  In  the  nonpreventable  class:  Deaths,  4;  injured, 
71.  The  injured  employees  numbered  152;  killed,  18.  These  facts 
indicate  the  importance  to  the  employee  of  the  need  for  working 
under  a  system  which  will  afford  the  greatest  measure  of  protection 
as  a  matter  of  self-preservation,  aside  from  the  protection  to  which 
the  public  is  entitled. 

The  special  attention  of  the  association  is  invited  to  the  methods 
now  employed  when  qualifying  men  for  positions  carrying  great 
responsibilit}r  and  who  have  more  or  less  relation  to  the  question  of 
safety  of  operation.  If  it  is  possible  to  aid  in  any  way  in  increasing 
the  efficiency  of  the  men,  that  is  our  duty.  We.  as  public  officials, 
should  do  nothing  to  prevent  these  men  from  earning  compensation 
commensurate  with  their  duties  and  responsibilities.  The  most  gen- 
eral plan  employed  by  railway  companies  at  present  in  selecting  a 
man  for  a  position  is  to  have  him  examined  by  his  superior  officer. 
If  he  qualifies,  he  is  placed  in  the  service  and  may  continue  there  for 
years,  and  so  long  as  he  is  kept  in  that  position  lie  is  not  required  to 
pass  another  examination.  If  the  time  comes  when  he  desires  to 
enter  another  branch  of  the  service,  he  again  goes  to  his  superior 
officer  in  that  particular  branch  and  takes  another  examination  where 
the  same  conditions  would  prevail  as  before  recited.  It  must  be 
impossible  under  these  conditions  to  prevent  more  or  less  influence 
being  exerted  in  the  securing  of  these  different  positions.  It  also 
must  be  the  case  that  where  a  man  knows  that  he  does  not  have  to 
undergo  frequent  examinations  he  becomes  more  or  less  lax  and 
indifferent  with  regard  to  the  rules  and  requirements,  and  it  is  true 
in  some  cases  that  railway  officials  are  more  or  less  indifferent  when  it 
comes  to  requiring  strict  compliance  with  all  rules.  It  would  seem 
that  a  far  more  effective  plan  might  be  devised  for  conducting  these 
examinations.  There  seems  to  be  no  good  reason  why,  so  far  as  it 
is  possible,  the  rules  should  not  be  the  same  upon  all  the  different  rail- 
ways and  the  conditions  under  which  a  man  is  examined  might  be 
made  practically  the  same.  Each  railway  company  might  maintain 
a  particular  department  having  in  charge  all  examinations  for  the 
different  branches  of  service.  By  this  means  it  would  seem  that 
the  men  would  have  to  pass  entirely  upon  their  own  merit,  and  the 
question  of  political  pull  or  influence  might  be  largely  eliminated. 
This,  it  seems,  would  be  to  the  advantage  of  the  great  majority  of 
the  men.  Furthermore,  these  examinations  should  be  repeated  at 
frequent  intervals.  The  rule  should  require  that  every  employee 
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submit  himself  for  examination  as  often  as  the  rules  might  require — 
at  least  once,  if  not  twice,  a  year.  By  this  means  a  man  would 
endeavor  to  attain  the  highest  degree  of  efficiency,  knowing  that  upon 
his  personal  record  would  depend  entirely  the  question  of  his  promo- 
tion in  the  service.  The  importance  of  this  question  may  at  some 
future  time  make  it  necessary  for  the  Government  to  provide  a  plan 
for  licensing  the  men  holding  positions  which  have  to  do  with  public 
safety  in  travel.  The  public  now  demands  the  protection  afforded 
by  licensing  men  engaged  in  many  occupations  in  which  there  is  no 
more  skill  or  ability  required  nor  in  which  the  people  have  a  more 
direct  interest.  Such  a  plan  might  afford  a  needed  protection  to  the 
employee  also. 

I  trust  that  no  offense  will  be  taken  by  the  members  of  the  com- 
mittee on  statistics  and  accounts  when,  I  suggest  that  it  seems  that 
a  more  practical  and  effective  way  should  be  provided  for  carrying 
on  the  work  of  that  very  important  committee.  It  is  essentially 
necessary  for  intelligent  regulation  that  the  regulating  bodies  have 
more  light  than  is  now  available  on  matters  which  come  under  the 
work  of  this  committee.  We  have  been  laboring  for  years  to  find 
the  means  whereby  operating  earnings  and  expenses  can  be  separated 
with  relation  to  the  passenger  and  freight  business,  and  to  be  able  to 
separate  the  terminal  and  carrying  expenses.  All  this  with  reference 
to  State  lines.  Under  the  present  plan  it  is  impossible  for  the  com- 
mittee as  a  body  to  devote  more  than  an  occasional  day  in  consider- 
ing this  question.  There  are  certain  facts  necessary  which  can  only 
be  worked  out  by  close  personal  application,  and  this  must  be  under- 
taken by  men  who  are  thoroughly  familiar  with  practical  and  ac- 
counting conditions  and  who  can  devote  the  necessary  time  to  the 
work.  I  wish  to  ask  the  present  committee  on  statistics  and  accounts 
to  advise  with  the  executive  committee  as  to  the  propriety  and  wis- 
dom of  selecting  a  committee  which  can  devote  the  necessary  time 
to  this  subject  to  enable  it  to  make  a  satisfactory  report  which  will 
prove  of  practical  Value  to  our  association,  and  I  suggest  the  follow- 
ing plan  for  consideration :  That  five  men  be  appointed  by  the  presi- 
dent, upon  the  recommendation  of  the  executive  committee,  two  of 
whom  shall  be  railroad  statisticians  in  the  employ  of  commissions, 
and  two  railroad  accounting  officers  to  be  approved  by  the  American 
Railway  Officers'  Association,  these  four  to  recommend  a  fifth  mem- 
ber, who  shall  not  be  connected  with  any  railway  company.  The 
main  work  of  this  committee  shall  be  to  determine  a  fair  basis  for 
dividing  operating  earnings  and  expenses  by  State  lines  and  for 
separating  the  terminal  from  the  carrying  expenses.  The  natural 
question  will  arise  as  to  how  the  expenses-  of  this  committee  shall  be 
borne.  While  I  am  unable  to  answer  that,  I  do  not  believe  that  it 
need  be  a  bar  in  adopting  the  plan,  or  some  other  plan,  whereby  we 
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can  secure  men  who  are  competent  and  who  will  devote  their  time 
lo  the  purpose  of  accomplishing  this  task. 

I  wish  to  say  in  this  connection  that  the  members  of  the  present 
committee  on  statistics  and  accounts  are  entitled  to  the  special  thanks 
of  the  convention  for  the  time  and  pains  they  have  given  in  carrying 
on  this  important  work. 

REARRANGEMENT  OF  COMMITTEES. 

The  executive  committee  recommends  that  Committee  No.  3, 
"  Delays  attendant  upon  enforcing  orders  of  railway  commissions," 
be  abolished,  and  that  the  work  of  that  committee  be  performed  by 
Committee  No.  5.  "  Legislation."  In  this  I  concur  and  further 
recommend  that  Committee  No.  14,  "Amendment  of  act  to  regulate 
commerce,"  be  abolished,  and  that  the  work  of  that  committee  be 
performed  by  Committee  No.  5,  "  Legislation." 

The  executive  committee  recommends  that  Committee  No.  13,  "Ac- 
counts and  statistics  of  electric  railways,"  be  abolished,  and  that  the 
work  of  that  committee  be  performed  by  Committee  No.  9,  "  Statis- 
tics and  accounts,''  and  that  the  constitution  be  amended  so  as  to  make 
the  following  committees  constitutional  committees :  No.  15,  "  Ex- 
press service  and  express  rates  " ;  No.  16,  "  Powers,  duties,  and  work 
of  State  railway  commissions  " ;  No.  17,  "  Railway  service  and  railway 
accommodations  " ;  and  No.  18,  "  Shippers'  claims."  In  these  changes 
I  concur. 

The  executive  committee  by  resolution  requested  the  president  to 
appoint  a  special  committee  composed  of  three  members,  styled 
"  Committee  on  rails  and  equipment."  This  committee  has  been 
appointed  and  will  report  to  this  convention.  As  to  whether  this 
committee  shall  be  continued,  depends  upon  the  action  of  this  body. 

The  executive  committee  has  provided  in  the  order  of  business  a 
topic  for  discussion  under  the  heading  "Methods  and  practices  of 
commissions,"  in  handling  various  questions  which  come  before  them 
and  disposing  of  matters  and  cases,  not  what  they. have  done,  but  how 
they  do  it.  The  president  was  requested  to  notify  the  membership 
to  come  prepared  to  treat  the  subject.  This  I  have  done  in  the  call 
issued,  and  it  is  my  purpose  at  this  time  to  suggest  that  one  member 
from  each  State  represented  be  prepared  when  called  upon. 

The  question  as  to  whether  the  present  name  of  our  association  is 
the  most  appropriate  name  under  the  changed  conditions  has  pre- 
sented itself  to  my  mind.  When  the  association  was  first  organized 
practically  all  of  the  members  were  styled  "  Railroad  commissioners." 
In  many  of  the  States  to-day  the  work  of  the  commissions  has  been 
broadened  and  the  name  of  the  body  in  many  cases  is  "  Public-service 
commission,"  "  Corporation  commission,"  or  "  Public-utilities  com- 
mission." I  do  not  care  to  suggest  a  new  name,  but  would  respectfully 
request  that  the  executive  committee  give  the  question  consideration. 
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I  desire  to  present  for  your  consideration  the  question  of  having 
our  constitution  revised  and  rewritten.  In  many  cases  it  is  extremely 
difficult  to  trace  the  amendments,  and  in  some  cases  it  is  impossible 
to  harmonize  these  changes  with  the  constitution.  In  this  connec- 
tion I  would  suggest  that  the  order  of  the  arrangement  of  the  com- 
mittees be  changed  so  that  they  may  appear  in  alphabetical  order, 
and,  for  convenience,  be  numbered.  In  this  connection  I  will  also 
say  that  if  the  committee  changes  proposed  by  th6  executive  com- 
mittee are  adopted,  that  when  two  or  more  committees  are  merged 
into  one  the  constitution  should  define  the  scope  of  the  work  of  the 
committee.  When  considering  the  section  governing  the  membership, 
I  believe  the  active  membership  should  be  extended  so  as  to  embrace 
assistant  secretaries,  statisticians,  and  engineers  of  State  railway 
commission?.  These  men  are  capable  of  doing  very  effective  work 
upon  the  committees  and  certainly  are  a  great  help  in  the  work  of  our 
association.  I  perhaps  went  beyond  my  authority  in  naming  some 
such  officers  on  the  different  committees  to  report  at  this  session,  and 
the  character  of  work  rendered  by  them  prompts  me  to  make  this 
recommendation. 

I  have  received  one  invitation  for  the  1913  meeting  from  the  con- 
vention bureau  of  the  city  of  St.  Louis  and  one  invitation  for  the 
1915  meeting  from  the  manager  of  the  Panama -Pacific  International 
Exposition  of  San  Francisco,  Cal.  These  are  respectfully  referred 
to  the  organization  for  such  action  as  seems  proper. 

I  wish  to  take  this  occasion  to  thank  every  member  of  the  associa- 
tion for  the  many  courtesies  extended  to  me  during  the  past  year.  I 
want  to  thank  particularly  the  chairmen  of  the  committees  for  the 
splendid  work  which  they  have  done  and  which  I  am  sure  will  be 
demonstrated  before  the  proceedings  end. 

I  want,  furthermore,  to  urge  upon  the  members  the  absolute 
necessity,  if  you  want  to  get  the  most  out  of  this  convention,  of  con- 
fining your  time  to  business,  devoting  all  the  time  necessary  here,  and 
continue  to  attend  the  sessions.  You  will  find  in  the  latter  days  of 
the  session  members  seem  to  feel  it  necessary  to  drop  out.  I  urge 
you  to  do  business  while  you  are  here. 

Mr.  DECKER,  of  New  York.  I  move  that  the  thanks  of  the  conven- 
tion be  extended  to  the  president  for  his  thoughtful  and  able  address 
and  that  the  address  be  referred  to  the  executive  committee  for 
action  upon  the  recommendations  therein  contained. 

The  motion  was  carried. 

Mr.  FINN,  of  Kentucky.  As  the  result  oi;  a  conference  of  the  execu- 
tive committee,  I  offer  the  following  resolution : 

No.  1. — Resolved,  That  section  1  of  the  constitution  of  the  National  Associa- 
tion of  Railway  Commissioners  adopted  November  17,  1910,  appearing  on  page 
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247  of  the  proceedings  of  the  twenty-second  annual  convention  of  said  associa- 
tion, be  amended  so  that  snid  section  as  amended  shall  read  as  follows: 


"  Name. — The  name  of  this  association  shall  be  the  National  Association  of 
Railway  Commissioners  and  its  object  the  discussion  of  subjects  pertaining  to 
the  operation  and  supervision  of  railway  companies  and  other  public-service 
corporations." 

II. 

Resolved,  That  section  2  of  said  constitution  relating  to  membership  be 
amended  so  that  said  section  as  amended  shall  read  as  follows: 

"II. 

"  Membership. — Active  membership  shall  embrace  only  the  Interstate  Com- 
merce Commissioners,  the  railway  commissioners  or  deputy  commissioners  of 
(he  several  States  and  Territories  of  the  Union,  and  in  those  States  and  Terri- 
tories having  no  railway  commission,  State  officers  who  by  law  exercise  active 
supervisory  powers  over  the  affairs  of  railways ;  also  the  secretary  and  chief 
clerk  of  the  Interstate  Commerce  Commission  and  the  secretary  or  clerk  of  each 
State  railway  commission  where  such  office  is  created  by  law ;  and  any  member 
of  any  board  or  bureau  of  a  State  or  Territory  created  by  law  whose  duty 
requires  of  the  members  of  said  board  or  bureau  the  regulation  or  supervision 
of  a  public-service  corporation. 

"  Honorary  membership  shall  include  former  members  of  the  association,  a 
committee  of  three  from  each  steam  or  street  railway  accounting  association, 
the  statistician  of  the  Interstate  Commerce  Commission  and  of  the  several  State 
commissions,  together  with  the  regular  counsel,  the  regularly  employed  rate 
experts,  not  more  than  one  for  each  commission,  and  the  engineers  of  said  com- 
missions. 

"Active  members  shall  be  entitled  to  one  vote  each,  if  present,  upon  all  ques- 
tions coming  before  the  association.  Honorary  members  shall  have  the  privi- 
leges of  the  floor  and  the  right  of  debate,  but  shall  not  be  entitled  to  vote." 

III. 

Resolved,  That  section  4  of  said  constitution  entitled  "  Committees "  be 
amended  by  abolishing  committee  No.  10  on  "  Delays  attendant  on  enforcing 
orders  of  railway  commissioners,"  and  the  work  of  that  committee  be  performed 
by  the  committee  on  legislation. 

IV. 

Resolved,  That  the  committee  on  accounts  and  statistics  of  electric  railways 
be  abolished  and  the  work  of  that  committee  be  performed  by  the  committee  on 
statistics  and  accounts. 

V. 

Resolved,  That  section  4  of  said  constitution  be  amended  by  adding  to  the  list 
of  constitutional  committees  the  following:  A  committee  of  seven  on  express 
service  and  express  rates;  a  committee  composed  of  one  from  each  State  and 
Territory  on  powers,  duties,  and  work  of  State  railway  commissioners;  a  com- 
mittee of  seven  on  railway  service,  railway  accommodation;  a  committee  of 
seven  on  shippers'  claims. 
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VI. 

Resolved,  That  the  constitution  of  the  National  Association  of  Railway  Com- 
missioners be  amended  by  substituting  for  article  13  in  section  4,  entitled  "  Com- 
mittees," a  committee  of  seven  members,  said  committee  to  be  known  as  the 
"  Committee  on  car  service,  demurrage,  reciprocal  demurrage,  storage  rules,  and 
charges." 

Respectfully  submitted. 

LAURENCE  B.  FINN,   Chairman. 

O.  P.  GOTHLIN. 

W.  J.  WARD. 

ROBT.  R.  PRENTIS. 

MARTIN  S.  DECKER. 

C.  F.  STAPLES. 

WM.  H.  CONNOLLY. 

Mr.  DECKER,  of  New  York.  I  am  heartily  in  favor  of  the  report 
of  the  executive  committee,  being  a  member  of  that  committee ;  but 
in  view  of  certain  recommendations  made  by  the  president  in  his 
address,  which  go  to  some  of  the  subject  matter  treated  in  the  report 
which  is  now  made,  I  suggest  that  the  report  of  the  committee  be 
adopted  subject  to  such  modifications  as  may  appear  wise  by  the 
executive  committee,  in  view  of  the  recommendations  made  in  the 
president's  address,  and  that  a  supplemental  report  from  the  execu- 
tive committee,  indicating  modifications,  may  be  expected  in  case 
the  executive  committee  so  desires. 

I  want  to  leave  the  way  open  for  amending  this  particular  report, 
in  view  of  the  recommendations  made  by  the  president  in  his  ad- 
dress, which  has  been  referred  to  the  executive  committee.  With 
that  understanding,  I  move  the  adoption  of  the  report. 

Mr.  PRENTIS,  of  Virginia.  I  move  the  reference  of  Mr.  Decker's 
motion  to  the  executive  Committee  and  the  postponement  of  the 
consideration  of  this  report  until  we  hear  further  from  the  executive 
committee. 

Mr.  DECKER,  of  New  York.  I  accept  the  suggestion. 

The  PRESIDENT.  The  purpose  of  the  last  motion  is  that  this  report 
may  not  be  acted  upon  at  this  time,  but  shall  be  referred  to  the 
executive  committee  for  further  consideration. 

Unless  there  is  objection,  that  will  be  taken  as  the  sense  of  the 
meeting. 

Mr.  HEN  SHAW,  of  Oklahoma.  I  suggest  for  the  consideration  of 
the  executive  committee,  in  connection  with  this  report,  that  they 
consider  the  making  of  commerce  counsel,  which  are  created  by 
law,  members  of  this  association.  Some  of  the  States  have  enacted 
laws  creating  the  office  of  commerce  counsel  to  railroad  commissions. 
It  seems  to  me  that  that  class  who  devote  all  of  their  time  to  these 
subjects  are  fully  as  competent  to  be  members  of  this  association  as 
are  the  secretaries. 
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The  PRESIDENT.  Permit  me  to  suggest  you  reduce  your  motion  to 
writing.  I  will  regard  it  as  having  been  received  at  this  time  and 
referred  to  the  executive  committee. 

Are  there  any  chairmen  of  committees  who  desire  to  make  any 
request  or  any  announcement  at  this  hour? 

Mr.  WINGFIELD,  of  Virginia.  I  have  a  request  from  Mr.  Loveland, 
of  California,  that  Mr.  Eshleman,  his  associate,  be  allowed  to  act 
on  the  committee  on  car  service,  etc.,  as  a  member  from  his  State. 

The  PRESIDENT.  Such  request  will  be  granted  if  there  is  no  ob- 
jection. 

Mr.  THELEN,  of  California.  Referring  to  the  committee  on  delays, 
attendant  upon  enforcing  orders  of  railway  commissions,  I  believe 
I  am  the  only  member  of  that  committee  here.  I  have  received 
no  communication  from  the  chairman.  I  have  not  done  any  work, 
but  am  willing  to  if  the  membership  desires  it. 

The  PRESIDENT.  I  have  had  no  response  from  the  chairman  of 
that  committee.  I  am  very  glad  that  Mr.  Thelen  is  here.  He  seems, 
so  far  as  he  knows,  to  be  the  only  member  here  representing  the 
committee.  There  may  be  others,  however.  But  the  fact  that  there 
is  no  report  made  at  this  time  is  information  in  the  hands  of  the 
convention  now. 

Mr.  WATSON,  of  Oklahoma.  Mr.  Love,  of  Oklahoma,  is  not  present, 
but  Mr.  Henshaw,  of  Oklahoma,  is  present,  and  I  suggest  that  he  be 
placed  on  that  committee  in  the  place  of  Mr.  Love. 

The  PRESIDENT.  The  record  will  show  that  Mr.  Henshaw  is  sub- 
stituted for  Commissioner  Love. 

Mr..  YON,  of  Florida.  Mr.  Burr  told  me  he  was  coming,  and  he 
will  be  here  this  afternoon,  if  he  is  not  already  in  the  city. 

The  PRESIDENT.  In  view  of  Mr.  Burr's  probable  arrival,  I  suggest 
to  Mr.  Thelen  that  he  delay  a  little.  We  hope  you  will  arrive  at  some 
means  of  making  some  kind  of  a  report.  Mr.  Burr  may  have,  in  fact, 
a  tentative  report  with  him. 

Mr.  MILLS,  of  Minnesota.  As  to  committee  No.  5,  the  committee  on 
legislation,  of  which  I  am  chairman,  there  has  been  no  report  made 
by  that  committee.  In  correspondence  with  the  members  I  received 
only  two  responses.  They  were  very  busy  and  could  not  help  me.  I 
will  have  to  ask  you  to  fill  the  committee.  The  secretary,  however, 
told  me  that  the  reports  of  other  committees  were  so  full  he  did 
not  think  it  would  be  necessary  for  the  committee  on  legislation  to 
make  a  report. 

The  PRESIDENT.  I  will  ask  the  chairman  of  the  committee  if  he  is 
prepared  to  report. 

Mr.  MILLS,  of  Minnesota.  I  have  a  report;  yes.    A  kind  of  a  one. 
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The  PRESIDENT.  I  offer  the  suggestion  that  unless  objection  be 
made,  if  the  chairman  has  the  report  with  him,  that  it  be  handed  to 
the  secretary  for  printing. 

Mr.  MILLS,  of  Minnesota.  I  have  it,  and  will  do  so. 

Mr.  DECKER,  of  New  York.  I  move  we  take  a  recess  until  2  o'clock. . 

The  motion  was  carried,  and  at  12.35  o'clock  p.  m.  a  recess  was 
taken  until  2  o'clock  p.  m. 


AFTER  RECESS. 


The  convention  reconvened  at  2.09  o'clock  p.  m. 

The  PRESIDENT.  We  will  now  take  up  the  report  of  the  committee 
on  railroad  taxes  and  plans  for  ascertaining  fair  valuation  of  railroad 
property. 

Mr.  THORNE.  I  have  here  framed  a  brief  summary  of  a  few  of  the 
most  salient  points  in  the  report  that  I  shall  read  from  in  part,  and 
will  verbally  state  the  character  of  the  work  done  by  your  com- 
mittee. [Reading :] 

It  is  quite  probable  that  Congress  will  pass  a  bill  in  December  pro- 
viding for  a  national  appraisal  of  our  railroads.  Such  a  measure  has 
passed  the  House  and  is  pending  in  the  Senate.  It  would  undoubt- 
edly receive  the  signature  of  the  President,  for  he  has  recommended 
its  passage.  Such  a  measure  has  been  indorsed  by  the  Interstate 
Commerce  Commission  and  by  the  National  Association  of  Railroad 
Commissioners. 

On  the  eve  of  making  a  national  appraisal  it  would  be  well  for  us 
to  consider  the  methods  and  experiences  in  the  different  States,  where 
actual  appraisals  have  been  made  during  the  past  20  years.  This 
committee  has  undertaken  such  an  investigation. 

A  year  ago  we  addressed  a  letter  to  every  railroad  commission  in 
the  United  States,  asking  whether  they  had  made  any  valuations; 
and  if  so,  for  what  purpose.  We  found  20  States  had  valued  one  or 
more  railroads,  and  10  of  these  had  made  during  recent  years  or  are 
making  to-day  exhaustive  inventories  and  valuations  of  all  their  rail- 
road properties. 

Then  we  framed  34  interrogatories,  attempting  to  cover  every 
important  phase  of  valuation  matters  upon  which  there  is  known  to 
be  any  serious  conflict.  We  submitted  these  to  a  group  of  distin- 
guished experts  for  criticisms  and  suggestions.  This  group  included 
a  former  chief  statistician  of  the  Interstate  Commerce  Commission,  the 
present  chief  statistician,  a  consulting  expert  for  the  city  of  Chicago, 
the  editor  of  Engineering-Contracting,  a  former  chief  engineer  for 
a  State  commission  who  is  now  performing  the  same  service  for  a 
railroad  company,  and  the  statistical  expert  for  the  American  Bureau 
of  Railway  Economics,  which  is  supported  by  the  national  association 
71466—13 3 
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of  railroad  officials.  We  sent  these  interrogatories  to  those  States 
having  made  complete  valuations  during  recent  years,  and  have 
received  replies  from  those  in  charge  of  the  appraisals  in  all  of  these 
States  save  one,  and  that  one  sent  a  365-page  printed  book  descrip- 
tive of  their  methods. 

At  the  present  time  we  find  great  confusion  in  the  methods  pur- 
sued in  the  different  States.  There  are  hardly  two  States  that  have 
agreed  upon  the  same  rules. 

There  are  13  subjects  upon  which  I  find  substantial  differences  of 
opinion,  as  follows:  Interest  during  construction;  engineering;  con- 
tingencies; franchises;  adaptation  and  solidification  of  roadbed; 
unit  prices;  land  values:  intangible  values,  including  working  capital, 
development  cost,  promotion  profits,  and  high  efficiency;  unearned 
increment;  depreciation;  apportionment  of  values;  investment;  and 
gifts. 

The  actual  effect  in  dollars  and  cents  caused  by  slight  variations 
in  methods  or  rules  is  quite  remarkable.  The  conclusions  which  may 
be  reached  on  a  few  engineering  questions  which  we  find  are  unde- 
cided to-day  will  actually  determine  the  ownership  of  several  hun- 
dred million  dollars. 

Recently  a  distinguished  expert  of  national  reputation  valued  a 
railroad  property  in  one  of  our  States.  Two  years  later  he  valued 
the  same  property  again;  there  were  no  substantial  additions  to  the 
property;  he  used  the  same  basis  for  both  appraisals,  and  yet  the 
second  appraisal  showed  a  value  of  $20,000,000  greater  than  did  the 
former  one,  because  of  a  few  changes  in  his  methods  or  rules. 

Prof.  Cooley,  of  Michigan,  states,  in  regard  to  contingencies :  "  En- 
gineers in  making  estimates  usually  allow  10  per  cent  on  the  average." 

Mr.  Jurgensen,  chief  engineer  for  the  Minnesota  commission,  fixes 
this  item  at  5  per  cent.  Mr.  A.  I.  Thompson,  chief  engineer  for  the 
Oklahoma  corporation  commission,  states  that  the  records  of  the  com- 
panies demonstrate  that  this  item  ranges  from  one-half  of  1  per  cent  to 
2  per  cent.  Massachusetts,  though  deeming  it  low,  has  allowed  2 
per  cent  on  the  total  value  of  the  New  York,  New  Haven  &  Hartford 
Railroad.  Consider  for  a  moment  this  wide  spread.  It  has  been 
estimated  that  there  are  about  $15,000,000,000  worth  of  railroad 
property  in  the  United  States.  A  difference  of  1  per  cent  means  a 
variation  of  $150,000,000  in  the  total.  If  2  per  cent  is  correct  for 
contingencies,  we  would  have  an  item  amounting  to  approximately 
$300,000,000  as  applied  to  all  our  railroads.  If  10  per  cent  is  correct, 
this  item  would  be  approximately  $1,500,000,000.  In  other  words, 
this  difference  of  method  or  rule  alone,  on  what  the  courts  may  say 
is  purely  a  technical  engineering  problem,  would  cause  a  variation 
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in  the  appraisal  of  American  railroads  amounting  to  over  $1,000.- 
000,000,  which  is  a  substantial  portion  of  the  entire  accumulated 
wealth  of  the  Nation. 

The  chief  engineer  of  one  Western  State  believes  that  about  40 
per  cent  of  the  value  of  the  entire  property  should  be  added  to  the 
cost  of  the  physical  plant  because  of  intangible  values,  including 
"  reconnoissance  to  determine  location  and  business,  organization 
charges  not  included  in  physical,  placing  property  in  a  going  order,, 
administration  of  business  affairs,  discounts,  and  brokerage,  and 
which  may  further  be  called  risk  of  capital  and  promotion  profit, 
working  capital  in  addition  to  stores  and  supplies,  franchise  and 
occupation,  and  deficiency  in  operation."  Three  other  States  in 
close  proximity  to  this  one  recommend  no  allowance  whatever  for 
intangible  values. 

Our  purpose  was  to  find  just  where  and  to  what  extent  the  con- 
fusion in  methods  existed  at  this  time  in  the  different  States,  so  that 
if  possible  our  efforts  as  an  association  of  commissions  could  help 
to  bring  about  greater  harmony  in  conformity  with  what  would 
be  just  and  right. 

We,  for  that  reason,  exercised  the  care  I  have  described  about 
the  framing  of  the  interrogatories,  and  we  have  received  from  the 
heads  of  departments  of  these  different  commissions  over  500  type- 
written pages  of  monographs,  reports  as  to  their  methods,  and  so 
forth.  In  addition  to  that,  we  have  received  printed  documents 
from  the  different  commissions.  Here  I  have  in  my  hand  the  Wis- 
consin alone.  The  others  sent  them  to  my  office  in  Des  Moines. 
Now,  it  was  considerable  of  a  task  to  go  through  this  data  and  find 
out  just  where  the  differences  in  opinion  existed. 

In  the  first  place,  as  to  taxes,  we  did  not  think  it  necessary  to  go 
into  the  question  of  valuation  for  taxation  purposes  so  thoroughly 
as  we  did  into  that  part  of  our  subject  entitled  "  Valuation  for  rate- 
making  purposes."  There  has  been  a  very  careful  analysis  of  the 
methods  adopted  in  the  different  States  for  taxation  purposes,  in 
Bulletin  No.  21  of  the  Department  of  Commerce  and  Labor,  and  also 
in  the  report  of  this  same  committee  for  the  year  1908.  There  are 
some  people  who  think  that  value  for  taxation  purposes  and  value 
for  rate-making  purposes  should  be  the  same.  I  will  not  enter  into 
that  discussion  at  this  time. 

As  to  the  value  for  rate-making  purposes,  we  find  when  only  a 
few  rates  are  considered  that  the  value  is  not  very  important,  but. 
where  a  whole  schedule  is  involved,  like  on  a  public-utility  plant^ 
a  gas  plant,  or  a  water  plant,  or  all  the  rates  inside  of  a  State,  it 
becomes  of  vast  importance  what  value  you  shall  fix  for  your  rail- 
road properties. 
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Now,  that  does  not  mean  that  physical  value  is  synonymous  with 
fair  value.  No  one  that  I  know  of  claims  that  those  two  terms  are 
synonymous,  but  we  find  in  actual  practice  that  the  present  physical 
value  is  one  of  the  great  important  factors  to  be  taken  into  considera- 
tion and  other  factors  to  be  used  in  connection  with  that  item. 

The  problem  then  becomes,  How  much  weight  shall  be  given  to 
these  other  factors  and  what  other  modifying  factors  shall  be  taken 
into  consideration  ? 

At  the  present  time  there  are  some  50  cases  in  the  lower  Federal 
courts  and  8  cases  before  the  Supreme  Court  wherein  the  present 
physical  value  is  considered  at  least  one  of  the  controlling  factors 
and,  perhaps,  is  given  greater  consideration  than  any  other  factor 
before  the  court  in  their  discussion  of  whether  an  adequate  return  is 
left  or  not. 

The  question  of  value  of  the  property  will  become  of  national  im- 
portance if  there  is  another  effort  made  to  have  a  national  advance 
in  freight  rates  passed  upon  by  the  Federal  commission.  It  would 
also  become  of  importance  if  there  was  an  effort  made  for  a  general 
reduction  in  rates.  It  is  also  of  importance  because  of  the  constant 
daily  effort  made  to  influence  public  sentiment  in  their  attitude 
toward  the  carriers  because  of  the  high  or  low  returns  they  are  get- 
ting on  the  fair  value  of  their  properties.  It  is  also  important  in 
the  different  States,  because  we  are  confronted  with  the  necessity  of 
making  these  valuations  whenever  any  State  undertakes  to  make  a 
schedule  for  their  entire  Commonwealth. 

These  different  reasons  compel  us  to  seriously  face  the  problem, 
How  are  we  going  to  determine  what  are  the  proper  methods  of  ascer- 
taining fair  value?  I  do  not  think  it  at  all  possible  for  us  here,  in 
our  annual  meeting,  to  settle  one  or  very  many  of  these  problems 
now  at  issue,  but  I  do  believe  that  it  is  entirely  feasible  for  you 
gentlemen  to  give  serious  consideration  to  the  question,  How  can  we 
go  about  it  to  bring  greater  harmony  into  our  consideration  of  these 
matters? 

Some  of  these  problems  will  be  ultimately  determined  by  the 
<courts;  others  will  be  determined  by  engineers;  others  will  be  deter- 
mined, perhaps,  by  the  people.  There  are  some  questions  which  to- 
•day  are  left  entirely  with  engineers  which  are  really  public  ques- 
tions; that  are  questions  for  commissioners  and  those  representing 
the  public  to  consider  and  to  determine. 

The  committee  makes  an  alternative  suggestion  to  you;  first,  that 
our  successors  shall  return  the  complete  report — send  the  complete 
report  to  the  chief  engineers  or  the  commissioners  who  have  filed 
these  reports  with  your  committee — and  request  discussion  of  the 
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main  points  at  issue,  and  permit  others  desiring  to  partake  in  the 
discussion  to  do  so. 

The  National  Society  of  Civil  Engineers — the  American  Society 
of  Civil  Engineers,  rather — follows  this  course.  An  essay  is  pro- 
duced upon  valuation  methods  by  some  competent  man,  and  that  is 
sent  in  advance  to  the  different  members  of  the  association,  and  they 
send  in  printed  or  come  in  person  and  make  oral  argument  in  regard 
to  these  papers.  This  is  a  very  valuable  plan.  It  is  somewhat  expen- 
sive ;  the  publication  of  these  papers  and  the  discussion  costs  money. 
That  association  is  able  to  pay  for  it. 

There  is  another  organization  in  the  country — I  am  not  going  to 
give  the  name  of  it — that  is  undertaking  work  along  this  same  line. 
They  have  appointed  a  valuation  committee.  I  understand  that  they 
have  raised  $50,000  to  be  spent  largely  on  this  investigation  alone. 

On  examination  of  their  executive  committee,  I  find  that  three- 
fourths  of  them  are  officials  or  large  owners  in  public-utilities  prop- 
erties. Now,  I  do  not  want  to  be  understood  as  claiming  that  these 
gentlemen  are  dishonest;  I  do  not,  for  one  minute;  but  I  rather  be- 
lieve their  conclusions  might  be  biased.  As  I  have  had  occasion  to 
say  recently  in  a  case  before  the  commission,  if  I  had  a  case  against 
John  Smith  I  would  not  like  to  have  John  Smith  sit  on  the  jury, 
although  he  might  be  a  very  honest  man. 

The  second  alternative  method  that  we  suggest  to  you  is  this: 
That  the  committee  shall  announce  that  they  propose  to  frame  a  set 
of  recommendations  as  to  rules  for  valuation  purposes.  This  is 
along  the  line  of  the  work  done  by  the  committee  on  demurrage, 
which  framed  a  demurrage  code.  I  do  not  believe  that  the  recom- 
mendations of  your  committee  should  be  considered  for  one  minute 
as  binding  upon  a  national  association.  You  are  all  called  upon  to 
deal  with  these  questions — as  to  what  are  the  proper  methods  to 
adopt.  You  do  not  want  to  relinquish  your  jurisdiction  over  these 
problems,  and  you  would  not  care  to  have  any  committee  frame 
rules  binding  upon  you  when  you  did  not  sit  upon  that  committee. 
However,  if  the  committee  undertook  to  frame  a  set  of  recom- 
mended rules,  they  would  only  have  a  moral  effect,  due  to  the  care 
and  thoroughness  with  which  the  committee  made  its  investigation 
prior  to  the  framing  of  the  recommendations. 

The  boy  is  now  distributing  a  bibliography  of  what  we  consider 
valuable  documents  and  papers  upon  this  subject.  We  find  the  data 
is  largely  scattered  to-day  in  court  decisions,  commission  decisions, 
and  papers  and  essays  published  by  different  associations,  and  there 
are  two  books  on  the  subject.  We  have  compiled  there,  as  a  slight 
assistance  to  vou,  a  select  list  of  these  documents  I  have  referred  to 
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exclusive  of  the  decisions  of  the  courts  and  exclusive  of  the  decisions 
of  the  Interstate  Commerce  Commission,  because  we  assume  that  you 
are  all  familiar  with  those. 

Now,  I  will  proceed  where  I  left  off.  These  recommendations,  as  1 
stated,  would  only  have  influence  or  moral  effect,  so  far  as  they  were 
justified  in  having  the  same,  because  of  the  care  and  thoroughness  of 
the  work  in  their  preparation.  This  is  undoubtedly  true,  that  if  such 
an  announcement  was  made  it  would  unquestionably  call  forth  a  very 
valuable  series  of  discussions,  because  parties  interested,  knowing  the 
possibilities  of  the  recommendations  and  the  influence  of  the  same, 
would  |?e  careful  to  see  that  their  sides  of  the  questions  were  presented 
to  the  committee. 

Now,  the  committee  does  not  recommend  either  course.  They  just 
suggest  these  two  plans  to  you.  As  to  the  first  plan,  calling  for  dis- 
cussions from  different  parties  on  the  different  subjects,  that  was 
outlined  to  several  individuals.  The  representatives  of  the  Bureau  of 
Railway  Economics  requested  that  Mr.  Willard,  president  of  their 
national  association,  should  be  advised  of  the  plan,  and  he  be  given 
opportunity  to  select  parties  to  make  discussions  on  the  subjects. 

The  whole  thought  is  simply  this :  The  cause  of  differences  between 
you  and  me  are  not  so  much  a  matter  of  differences  in  judgment  as 
differences  in  knowledge  which  you  possess  and  I  possess.  If  you 
and  I  are.  in  fact,  thoroughty  acquainted  with  the  same  facts,  it  is  a 
long  step  toward  harmony  and  toward  agreement.  That  is  not  always 
true,  but  no  one  can  contradict  the  fact  that  such  an  interchange  of 
ideas  and  data  on  valuation  methods  will  serve  to  bring  about  greater 
harmony  in  our  methods  of  dealing  with  this  question. 

I  am  going  to  give  you  two  or  three  more  of  the  salient  facts  de- 
veloped by  our  investigation  of  the  methods  in  the  different  States, 
and  that  will  conclude  my  report.  [Reading :] 

An  item  upon  which  there  is  a  very  striking  difference  of  opinion 
is  interest  during  construction.  There  seems  to  be  practical  unanimity 
amongst  the  various  States  in  deciding  that  interest  should  be  allowed 
for  one-half  of  the  construction  period.  The  States  agree  that  the 
rate  of  interest  should  be  5  or  6  per  cent  annually.  The  confusion 
«omes  in  determining  what  is  a  fair  construction  period.  Kansas 
tells  us  that  one  year  is  fair.  Six  per  cent  annual  interest  for  one- 
half  of  one  year  makes  3  per  cent  for  this  item,  and  that  is  precisely 
the  amount  allowed  in  South  Dakota.  Nebraska  tells  us  that  the  con- 
struction period  on  a  typical  railroad  is  about  four  and  one-half  years. 
One-half  of  four  and  one-half  years  multiplied  by  6  per  cent  equals 
per  cent.  Nebraska  may  be  correct  or  Kansas  may  be  correct.  It 
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is  sufficient  to  note  that  there  is  a  difference  here  on  this  one  item 
amounting  to  approximately  10|  per  cent  of  the  total  value  of  the 
plant,  which  would  mean  over  fifteen  hundred  millions  of  dollars  in 
a  national  appraisal. 

Another  illustration  of  the  same  character  concerns  the  value  of 
real  estate.  Some  commissions,  like  those  of  Wisconsin,  Kansas,  and 
South  Dakota,  have  allowed  a  multiple  of  2£  or  3  to  be  applied  to  the 
value  of  all  the  real  estate  belonging  to  the  railroads,  in  order  to 
make  allowance  for  purchase  for  railroad  purposes.  Other  States, 
like  Minnesota,  Oklahoma,  and  New  Jersey,  do  not  consider  it  proper 
to^  allow  any  sum  or  any  multiple  of  this  character.  This  item  alone 
applied  to  a  national  appraisal  would  cause  differences  aggregating 
several  hundreds  of  millions  of  dollars. 

It  has  been  suggested  to  the  committee  by  the  gentleman  having 
charge  of  the  Michigan  appraisal  that  a  national  commission,  similar 
to  the  Tariff  Commission,  composed  of  five  competent  men,  three  en- 
gineers and  perhaps  two  lawyers,  should  be  appointed  to  make  an 
exhaustive  investigation  of  these  problems.  This  might  be  a  wise 
course  to  pursue.  No  problems  involving  larger  sums  of  money  have 
ever  been  submitted  to  any  tribunal  in  the  history  of  the  human  race 
than  would  be  presented  to  such  a  body  of  men. 

If  every  cent  of  the  Erie  stock  and  bonds  represented  actual  cash 
value  and  if  Mr.  Gould  had  stolen  all  of  it  he  would  not  have  gotten 
a  quarter  of  the  money  involved  in  the  determination  of  the  single 
question  whether  2  per  cent  or  10  per  cent  should  be  allowed  for  con- 
tingencies. The  great  Gould  scandnl  involved  only  about  thirty  mil- 
lions and  the  Northern  Pacific  steal  involved  about  seventy  millions. 
The  difference  of  8  per  cent  as  to  contingencies  applied  to  a  national 
appraisal  would  mean  over  a  thousand  million  dollars. 

All  the  graft  in  all  the  financial  deals  in  the  history  of  American 
railroads  and  all  the  insurance  scandals  combined  is  not  so  important, 
measured  in  dollars  and  cents,  as  is  the  proper  determination  of  the 
question  whether  interest  on  construction  of  railroads  should  be 
allowed  for  a  period  of  one  or  five  years. 

There  is  such  a  wide  disparity  in  the  prevailing  methods  of  making 
valuations  of  railroad  properties  that  in  case  two  expert  engineers, 
one  just  as  honest  as  the  other,  were  valuing  the  same  property  for 
the  same  purpose  at  the  same  time  one  could  arrive  at  a  total  value  50 
per  cent  greater  than  that  found  by  the  other  expert.  This  glaring 
difference  in  conclusions  could  easily  and  naturally  follow  from  the 
simple  adoption  of  different  rules  or  methods  which  to-day  are  being 
used  in  actual  practice  by  able  and  experienced  engineers  in  different 
parts  of  the  Nation. 
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The  necessity  for  a  dispassionate,  broad  gauged,  thorough  analysis 
of  these  valuation  methods  in  the  immediate  future,  and  before  final 
conclusions  are  reached,  is  completely  established  by  the  facts  dis- 
closed in  our  comparison  of  the  methods  pursued  in  the  different 
States.  There  are  certain  questions  which  are  very  technical  in  char- 
acter which  the  courts  will  be  tempted  to  leave  to  the  discretion  of 
engineers.  Actual  experience  shows  that  these  engineers  themselves 
have  adopted  such  varying  methods  as  would  cause  differences  in 
totals  for  the  country  amounting  to  several  billions  of  dollars,  upon 
which  returns  are  to  be  paid  year  after  year  for  generations  to  come. 

It  becomes  of  supreme  importance  that  we  shall  consider  these 
problems  carefully,  and  shall  adopt  just  and  reasonable  methods.  We 
are  under  obligation  to  render  entire  justice  to  the  owners  of  these 
properties.  A  spirit  of  fairness  must  pervade  our  work.  No  fair- 
minded  citizen  will  countenance  for  an  instant  any  attempt  to  take 
away,  destroy,  or  injure  property  which  rightfully  belongs  to  the 
stockholders  of  American  railroads.  At  the  same  time  we  owe  it  to 
the  present  and  to  all  future  generations  that  unjust  burdens  shall 
not  be  placed  upon  them  through  any  fault  of  ours.  The  public  may 
be  called  upon  to  help  solve  some  of  these  problems.  There  is  an  old 
saying  that  a  question  is  never  settled  until  it  is  settled  right. 

I  move  that  the  report  of  the  committee  be  received  at  this  time, 
and  that  the  suggestions  contained  in  the  report  be  referred  to  the 
committee  which  will  be  named  by  the  succeeding  organization. 

Mr.  SULLIVAN,  of  Ohio.  I  move  that  the  discussion  of  this  report 
be  made  a  special  order  for  Wednesday  afternoon  at  2  o'clock. 

The  motion  was  carried. 

The  PRESIDENT.  The  report  of  the  committee  on  railroad  taxes  and 
plans  for  ascertaining  the  fair  valuation  of  railroad  property,  of 
which  Mr.  Thorne,  of  Iowa,  is  chairman,  is  received  at  this  time,  but 
discussion  of  the  report  will  be  postponed  until  Wednesday  after- 
noon at  2  o'clock,  when  it  will  come  up  for  consideration  under  the 
special  order. 

The  report  of  the  committee  is  as  follows : 

REPORT   OF   THE   COMMITTEE   ON   RAILROAD    TAXES   AND   PLANS 
FOR  ASCERTAINING  FAIR  VALUATION  OF  RAILROAD  PROPERTY. 

It  is  quite  probable  that  Congress,  in  the  near  future,  will  provide 
for  a  valuation  of  all  the  railroads  in  the  United  States.  This  has 
been  recommended  by  the  President,  and  by  the  Interstate  Commerce 
Commission;  and  it  is  commanding  substantial  support.  A  measure 
providing  for  such  a  national  appraisal  has  passed  the  House  of 
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Representatives,  and  will  be  up  before  the  Senate  in  December. 
These  facts  lend  significance  and  importance  to  the  work  assigned  to 
this  committee. 

On  the  eve  of  making  a  national  appraisal  it  is  well  that  we  should 
carefully  consider  the  methods  and  experiences  of  those  States  that 
have  been  making  valuations  of  their  railroads  during  the  past 
20  years.  This  committee  has  attempted  to  make  such  an  investiga- 
tion. 

At  the  present  time  great  confusion  exists  in  the  methods  pursued 
by  the  different  States.  There  are  hardly  two  States  which  have 
agreed  upon  the  same  rules.  The  actual  effect  in  dollars  and  cents, 
caused  by  slight  variations  in  methods,  is  quite  remarkable. 

The  conclusions  which  may  be  reached  on  a  few  engineering  ques- 
tions,  which  we  find  are  undecided  to-day,  will,  actually  determine 
the  ownership  of  several  hundred  million  dollars.  Some  of  these 
questions  will  finally  be  determined  by  the  courts;  others  are  ques- 
tions rather  of  fact  than  of  law,  and  are  to-day  being  decided  by  the 
estimates  of  engineers.  Some  involve  questions  of  public  policy  and 
are  not  for  the  courts  nor  for  engineers  to  decide  finally. 

We  will  give  you  a  few  of  the  more  striking  illustrations  which 
have  come  to  our  notice  showing  the  effect  of  variations  in  methods. 

Recently  a  distinguished  expert  of  national  reputation  valued  a 
railroad  property  in  one  of  our  States.  Two  years  later  he  valued  the 
same  property  again,  there  were  no  substantial  additions  to  the 
property,  he  used  the  same  basis  for  both  appraisals,  and  yet  the 
second  appraisal  showed  a  value  $20,000,000  greater  than  did  the 
former  one,  because  of  a  few  changes  in  his  methods  or  rules. 

Prof.  Cooley,  of  Michigan,  states  in  regard  to  contingencies :  "  En- 
gineers in  making  estimates  usually  allow  10  per  cent  on  the  average." 

Mr.  Jurgensen,  chief  engineer  for  the  Minnesota  commission,  fixes 
this  item  at  5  per  cent.  Mr.  A.  I.  Thompson,  chief  engineer  for  the 
Oklahoma  Corporation  Commission,  states  that  the  records  of  the 
companies  demonstrate  that  this  item  ranges  from  one-half  of  1  to  2 
per  cent.  Massachusetts,  though  deeming  it  low,  has  allowed  2  per 
cent  on  the  total  value  of  the  New  York,  New  Haven  &  Hartford 
Railroad.  Consider  for  a  moment  this  widespread.  It  has  been 
estimated  that  there  are  about  $15,000,000,000  worth  of  railroad  prop- 
erty in  the  United  States.  A  difference  of  1  per  cent  means  a  vari- 
ation of  $150,000,000  in  the  total.  If  2  per  cent  is  correct  for  con- 
tingencies, we  would  have  an  item  amounting  to  approximately 
$300,000,000  as  applied  to  all  our  railroads.  If  10  per  cent  is  correct, 
this  item  would  be  approximately  $1,500,000,000.  In  other  words,  this 
difference  of  method  or  rule  alone,  on  what  the  courts  may  say  is 
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purely  a  technical  engineering  problem,  would  cause  a  variation  in 
the  appraisal  of  American  railroads  amounting  to  over  one  billion 
dollars,  which  is  a  substantial  portion  of  the  entire  accumulated 
wealth  of  the  Nation. 

It  becomes  of  supreme  importance  that  we  shall  consider  these 
problems  carefully,  and  shall  adopt  fair,  just,  and  reasonable  methods. 
We  owe  it  to  the  present  and  all  future  generations  that  unjust 
burdens  shall  not  be  placed  upon  them  through  any  fault  of  ours. 
We  are  under  equal  obligations  to  render  entire  justice  to  the  owners 
of  these  properties.  A  spirit  of  fairness  must  pervade  our  work. 
No  fair-minded  citizen  will  countenance  for  an  instant  any  attempt 
to  take  away,  destroy,  or  injure  property  which  rightfully  belongs 
to  the  stockholders  of  American  railways. 

The  necessity  for  a  dispassionate,  broad-gauged,  thorough  analysis 
of  these  engineering  methods  in  the  immediate  future,  and  before  final 
conclusions  are  reached,  is  completely  established  by  the  facts  disclosed 
in  our  comparison  of  the  methods  pursued  in  the  different  States. 
There  are  certain  questions  which  are  very  technical  in  character 
which  the  courts  will  be  tempted  to  leave  to  the  discretion  of  en- 
gineers. Actual  experience  shows  that  these  engineers  themselves 
have  adopted  such  varying  rules  as  would  cause  difference  in  totals 
for  the  country,  amounting  to  several  billions  of  dollars,  upon  which 
returns  are  to  be  paid  year  after  year  for  generations  to  come. 

There  is  such  a  wide  disparity  in  the  prevailing  methods  of  mak- 
ing valuations  of  railroad  properties  that  in  case  two  expert  engi- 
neers, one  just  as  honest  as  the  other,  were  valuing  the  same  property 
for  the  same  purpose  at  the  same  time  one  could  arrive  at  a  total 
value  50  per  cent  greater  than  that  found  by  the  other  expert.  This 
glaring  difference  in  conclusions  could  easily  and  naturally  follow 
from  the  simple  adoption  of  different  rules  or  methods  which  are 
to-day  being  used  in  actual  practice  by  able  and  experienced  engi- 
neers in  different  parts  of  the  Nation. 

An  item  upon  which  there  is  a  very  striking  difference  of  opinion 
is  interest  during  construction.  There  seems  to  be  practical  una- 
nimity amongst  the  various  States  in  deciding  that  interest  should  be 
allowed  for  one-half  of  the  construction  period.  Some  favor  a  rate 
of  5  per  cent  and  others  6  per  cent.  So  far  there  is  not  a  large  differ- 
ence amongst  these  various  State  commissions.  The  confusion  comes 
in  determining  what  is  a  fair  construction  period.  The  chief  engi- 
neer of  the  Kansas  commission  tells  us : 

This  is  one  of  the  undetermined  items  in  Kansas.  For  convenience  the  lines 
of  railway  are  considered  as  being  divided  into  sections  approximately  100  miles 
long,  and  as  fast  as  each  section  is  completed  it  is  turned  over  to  the  operating 
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department.  Each  section  would  require  one  year  to  construct,  and  not  all  the 
money  would  be  tied  up  for  the  entire  year,  but  arrangements  would  be  made 
so  that  interest  would  have  to  be  paid  on  the  equivalent  of  the  entire  cost, 
excluding  equipment,  for  one-half  the  construction  period.  Of  course  there 
will  be  instances  where  the  period  of  construction  will  exceed  one  year. 

Nebraska  tells  us : 

Each  railroad  within  the  State  as  heretofore  mentioned  was  divided  for 
convenience  into  working  sections,  and  for  each  working  section  a  reasonable 
construction  period  was  assigned,  and  when  a  working  section  was  theoretically 
completed  it  was  turned  over  for  operation.  Should  this  working  section  when 
operated  prove  a  losing  venture  or  not, .  the  problem  would  be  shifted  from 
physical  valuation  to  that  of  development  expense.  Taking  all  of  the  working 
sections  together  and  equating  the  construction  periods  for  a  property  within 
the  State  as  a  whole,  arbitrarily  the  total  investment  was  considered  for  one- 
half  the  equated  construction  period  at  the  rate  of  6  per  cent  per  annum,  this 
amount  being  considered  sufficient  entirely  for  the  purpose  presented.  As  an 
example,  using  one  of  the  largest  properties  in  the  State,  comprising  nearly 
3,000  miles  of  roadway,  for  convenience  in  appraising,  the  same  was  divided 
into  working  sections  approximating  65  miles  in  roadway  length,  and  the  con- 
struction period  was  averaged  at  about  three  years  per  working  section,  and 
this  was  proposed  to  be  sufficient  time  from  the  inception  of  the  development 
to  the  date  of  its  complete  condition  for  operation. 

One-half  of  the  three-year  period  at  6  per  cent  would  be  9  per 
cent.  In  Kansas  the  interest  during  construction  on  100  miles 
would  be  3  per  cent,  and  this  was  the  figure  adopted  by  Mr.  Witt  in 
South  Dakota.  Here  there  is  a  difference  of  6  per  cent.  Nebraska 
may  be  correct  or  Kansas  may  be  correct.  It  is  sufficient  to  note  that 
there  is  a  difference  here  on  this  one  item  amounting  to  approximately 
6  per  cent  of  the  total  value  of  the  plant,  which  would  mean  over 
nine  hundred  million  dollars  in  a  national  appraisal. 

Another  illustration  of  the  same  character  concerns  the  value  of 
real  estate.  Some  commissions,  like  those  of  Wisconsin,  Kansas,  and 
South  Dakota,  have  allowed  a  multiple  of  2£  or  3  to  be  applied  to  the 
value  of  all  the  real  estate  belonging  to  the  railroads  in  order  to 
make  allowance  for  purchase  for  railroad  purposes.  Other  States, 
like  Minnesota,  Oklahoma,  and  New  Jersey,  do  not  consider  it  proper 
to  allow  any  sum  or  any  multiple  of  this  character.  One  State  will 
allow  two  and  one-half  times  the  value  of  practically  all  the  real 
estate  belonging  to  the  railroads  and  the  others  would  adopt  the 
present  value  of  this  real  estate,  judging  by  the  market  value  of 
adjoining  lands.  This  item  alone  applied  to  a  national  appraisal 
would  cause  differences  aggregating  several  hundreds  of  millions  of 
dollars. 

It  is  difficult  to  realize  the  full  significance  of  figures  of  this  magni- 
tude without  some  comparison.  Imagine,  if  you  can,  a  case  involving 
the  rightful  ownership  of  all  the  cattle,  hogs,  sheep,  horses,  mules, 
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goats,  and  chickens  in  the  United  States,  added  to  all  the  gold  and 
silver  coin  and  bullion  in  the  country.  Such  a  vast  property  as  that 
at  stakf  would  be  less  than  the  amount  of  wealth  involved  in  the 
determination  of  these  two  engineering  questions  as  to  what  percent- 
:ii!v  should  be  adopted  for  the  item  "  interest  during  construction/' 
and  "  contingencies." 

By  the  careful  consideration  and  determination  of  these  questions, 
we  are  not  creating  wealth,  but  we  are  determining  who  owns  certain 
value?  constituting  a  large  and  substantial  portion  of  all  the  accu- 
mulated wealth  of  the  country.  These  engineering  problems  are  not 
for  the  accountant  or  the  engineer  only  to  consider;  they  include 
mnii3T  questions  of  law  and  public  policy. 

As  to  the  solution  of  these  problems  of  which  we  are  speaking 
there  are  no  controlling  rules  in  existence  at  this  moment.  The  own- 
ership of  these  great  values  is  to-day  being  decided  in  different  States, 
and  will  be  established  later  for  the  Nation  by  our  reason,  our  sense 
of  justice. 

The  conclusions  we,  as  a  people,  shall  reach  concerning  the  proper 
rules  for  making  these  valuations  will  be  reflected  in  the  annual 
returns  permitted  the  owners  of  these  properties,  as  determined  in 
future  State  and  national  contests  relative  to  general  advances  and 
reductions  in  rates.  The  conclusions  we  reach  will  also  be  reflected 
in  the  taxes  collected  annually  from  the  owners  of  these  properties. 
We  will  decide  who  owns  these  values  about  which  there  is  dispute, 
the  public  or  the  railroads. 

Differences  in  conditions  in  different  parts  of  the  country  may  be 
the  cause  of  differences  in  assumptions  and  methods  of  different  engi- 
neers. However,  it  is  difficult  to  conceive  how  differences  in  condi- 
tions in  such  States  as  Nebraska,  Kansas,  Minnesota,  Wisconsin,  and 
Michigan  are  great  enough  to  cause  substantial  differences  in  percent- 
ages to  be  allowed  for  contingencies  or  multiples  for  land  values. 
Why  should  it  take  three  years  to  construct  65  miles  in  Nebraska  and 
only  one  year  to  construct  100  miles  in  South  Dakota  or  Kansas? 
Why  should  contingencies  amount  to  2  per  cent  in  Oklahoma, 
4  per  cent  in  Nebraska,  5  per  cent  in  Minnesota,  and  10  per  cent 
in  Michigan? 

Valuations  of  railroads  have  been  made  at  different  times  for  many 
different  purposes,  such  as  rate  making,  taxation,  purchase  and  sale 
of  entire  plant  or  part  of  the  same,  the  issue,  purchase,  and  sale  of 
stocks  and  bonds,  underwriting  bond  issues,  special  investigations  by 
receivers,  stockholders,  or  bondholders  of  the  real  assets  of  a  com- 
pany's property,  regular  accounting  of  assets  and  liabilities,  and  the 
regulation  of  the  issue  of  securities. 
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As  members  of  public-service  commissions  we  are  chiefly  interested 
in  valuations  for  rate-making  purposes,  and  a  few  commissions  have 
to  do  with  valuations  used  by  their  respective  States  in  levying  taxes. 

We  have  endeavored  to  ascertain,  so  far  as  possible  from  original 
sources,  the  principal  causes  for  the  existing  confusion  as  to  methods 
of  appraisal,  on  what  propositions  there  is  the  greatest  disagreement, 
and  to  what  extent  this  conflict  exists.  Our  object  has  also  been  to 
devise,  if  possible,  some  practicable,  feasible  plan  to  bring  about  a 
greater  uniformity,  which  will  at  the  same  time  tend  toward  a  just 
and  equitable  solution  of  the  problems  involved. 

PRESENT  STATUS  OF  RAILWAY  VALUATIONS   IN   THE  VARIOUS  STATES. 

A  year  ago  we  addressed  a  communication  to  all  the  railroad  com- 
missions in  the  United  States  asking  whether  they  had  made  any 
valuations  of  railroad  properties  in  their  respective  States,  and,  if  so, 
for  what  purpose.  The  following  discloses  the  situation  in  the  differ- 
ent States  having  commissions,  and  wherever  valuations  are  or  have 
been  made  the  purpose  of  the  same  is  given. 

The  commissions  have  made  no  valuations  in  Alabama,  Arizona, 
Arkansas,  Colorado,  Connecticut,  Florida,  Georgia,  Indiana,  Iowa, 
Kentucky,  Louisiana,  Maine,  Maryland,  Missouri,  New  Hampshire, 
North  Dakota,  Ohio,  Pennsylvania,  Rhode  Island,  or  South  Carolina. 
We  have  received  the  following  information  from  the  other  States: 

California. — The  commission  is  just  commencing  a  complete  valua- 
tion of  all  the  railroads  in  the  State.  Mr.  R.  A.  Thompson,  the  chief 
engineer  in  charge,  says : 

The  law  does  not  specify  directly  for  what  purpose  the  valuations  are  to  be 
used  when  made.  In  fact,  the  making  of  any  valuation  is  optional  with  the 
commission.  However,  the  inference  is  that  the  legislature  contemplated, 
when  granting  the  commission  the  power  to  make  these  valuations  of  the 
property  of  transportation  companies  and  other  public  utilities,  that  same  were 
to  be  used,  more  or  less,  directly  in  connection  with  questions  pertaining  to  the 
regulation  and  establishment  of  rates  for  service  and  in  limiting  of  indebted- 
ness which  the  companies  might  issue,  over  both  of  which  matters  the  law 
gave  the  commission  jurisdiction  and  control.  The  commission  intends  to 
proceed  with  all  possible  dispatch  in  the  matter  of  valuing  steam  railroads  of 
the  State,  and  afterwards  the  electric  interurban  railroads  and  street  car  lines, 
with  a  view  of  completing  these  appraisals  within  two  years. 

Illinois. — Commissioner  Berry,  chairman  of  the  Illinois  Railroad 
and  Warehouse  Commission,  informs  us  that  the  only  valuation  of  a 
railroad  in  that  State  was  one  made  of  the  Chicago,  Peoria  &  St. 
Louis  Railway  Co.,  of  Illinois,  in  a  case  seeking  to  prevent  the  en- 
forcement of  the  2-cent-fare  law.  The  attorney  general  had  a  valua- 
tion of  the  property  made  for  the  purposes  of  that  case.  This 
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company  has  been  in  the  hands  of  a  receiver  during  most  of  its 
history. 

Kansas. — The  commission  is  now  commencing  a  complete  valuation 
of  all  the  railroads  in  the  State.  Mr.  E.  H.  Hogueland,  secretary  of 
the  Kansas  Public  Utilities  Commission,  writes: 

In  reply  I  beg  to  say  that  this  commission  is  now  engaged  in  making  a 
physical  valuation  of  the  railways  of  the  State.  This  work  was  started  in 
May.  It  is  the  purpose  of  the  commission  to  use  the  valuation  obtained  for 
rate-making  purposes. 

Massachusetts. — Commissioner  Macleod,  chairman  of  the  board  of 
railroad  commissioners,  informs  us  that — 

Under  the  laws  of  this  State,  since  1894  railroad  and  street  railway  compa- 
nies may  issue  only  such  amounts  of  stock  and  bonds  as  may  from  time  to 
time,  upon  investigation  by  the  board  of  railroad  commissioners,  be  deemed 
by  it  to  be  reasonably  requisite  for  the  purposes  for  which  such  issue  of  stock 
or  bonds  has  been  authorized.  Under  this  law  physical  valuations  have  been 
made  from  time  to  time  of  extensions  and  additions  to  the  property  of  various 
railroad  corporations,  but  no  valuation  of  the  entire  property  of  any  railroad 
has  been  made  in  this  State  by  this  board  or  any  other  public  authority,  except 
in  one  instance.  The  legislature  of  1910  created  a  joint  board  consisting  of 
the  board  of  railroad  commissioners,  the  tax  commissioner,  and  the  bank 
commissioner,  which  was  instructed  to  examine  the  assets  and  liabilities  of 
the  New  York,  New  Haven  &  Hartford  Railroad  Co.  for  the  purpose  of  ascer- 
taining whether  and  to  what  extent  the  aggregate  corporate  assets  of  said 
corporation  are  sufficient  to  secure  its  outstanding  capital  stock  and  indebted- 
ness. Under  that  authority  the  joint  board  proceeded  to  have  an  appraisal 
made  not  only  of  the  physical  value  of  the  property  of  the  company  but  also 
of  the  value  of  all  the  securities  of  other  companies  held  in  its  treasury.  An 
extended  report  was  made  to  the  legislature  and  published  this  year  as  a 
public  document,  which  may  be  obtained  from  the  secretary  of  state. 

So  far  as  the  State  of  Massachusetts  is  concerned,  it  may  fairly  be  stated 
that  it  is  the  general  practice  of  the  several  boards  having  jurisdiction  over 
public-service  corporations  to  make  a  physical  valuation  of  the  property  under- 
lying any  proposed  issue  of  stock  or  bonds  previous  to  any  authorization  of 
such  issue. 

Michigan. — Commissioner  Glasgow,  chairman  of  the  Michigan 
Railroad  Commission,  informs  us  that  the  State  tax  commission  has 
sole  jurisdiction  over  these  matters.  The  tax  commission  has  made 
an  appraisal  of  all  the  railroads  in  the  State  in  connection  with  tax- 
ation purposes. 

Minnesota. — The  commission  has  finished  a  valuation  of  all  the 
railroads  in  the  State.  Commissioner  Mills,  chairman  of  the  Minne- 
sota Railroad  and  Warehouse  Commission,  says: 

The  railroad  valuation  in  this  State  was  made  under  the  direction  of  the 
railroad  and  warehouse  commission  by  Dwight  C.  Morgan,  engineer.  It  was 
made  for  the  use  of  the  railroad  commission  in  determining  rates.  It  has, 
however,  been  extensively  used  by  our  tax  commission  in  performing  its  duties. 
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Mississippi. — Commissioner  Webb,  president  of  the  Mississippi 
Railroad  Commission,  writes : 

In  our  State,  the  railroad  commission,  composed  of  three  members,  are  the 
assessors  of  all  public-service  corporations  and  fix  the  valuation  on  same.  I 
can  not  say  that  we  have  any  specific  plan  by  which  we  reach  the  value  of 
same,  basing  the  valuation  according  largely  to  the  earning  power  of  the 
property.  The  valuations  are  made  more  for  the  purpose  of  taxation,  yet  the 
earning  capacity  of  a  railroad  has  something  to  do  with  rate  making. 

Montana. — Commissioner  Stanton,  chairman  of  the  Railroad  Com- 
mission of  Montana,  writes  to  the  committee : 

Replying  to  yours  of  6th  instant,  would  say  there  have  never  been  any  physi- 
cal valuations  of  railroad  properties  in  Montana  made  by  State  or  Federal 
authority,  with  the  single  exception  of  that  made  by  the  Montana  State  Commis- 
sion of  the  Montana,  Wyoming  &  Southern  Railroad,  a  short  line  of  about  24 
miles,  from  the  Bearcreek  coal  fields  in  Carbon  County,  connecting  with  the 
Northern  Pacific  at  Bridger,  Mont.  This  valuation  was  taken  for  the  purpose 
of  defending  a  rate  on  coal  promulgated  by  the  railroad  commission  of  this 
State,  and  which  the  carrier  company  appealed  to  the  Federal  district  court; 
but,  as  stated  above,  with  this  single  exception,  there  has  been  no  inventory 
of  physical  valuation  made  of  any  of  the  carrier  companies'  property  in  Mon- 
tana. 

Nebraska. — The  commission  has  just  completed  its  initial  appraisal, 
under  a  law  passed  in  1909.  Mr.  Clark  Perkins,  secretary  of  the 
commission,  writes  to  the  committee : 

Answering  you  second  inquiry  as  to  the  purpose  for  which  these  valuations 
were  made,  we  would  refer  you  to  the  following  extract  from  our  chief  engi- 
neer's report,  dated  June  1,  1911 : 

"  Statute  provisions  and  limitations. — Perhaps  wisely  the  law  providing  for 
this  appraisal  does  not  include  the  purpose  for  which  it  is  being  obtained,  as  is 
instanced  in  some  other  States  where  similar  problems  have  been  attacked. 
This  has  only  aided  in  eliminating  any  prejudices  that  might  otherwise  have 
arisen,  and  has  further  permitted  an  attempt  at  interpretation  of  the  subject 
clear  and  without  favor.  *  *  *" 

The  commission  feels  that  under  the  wording  of  the  statute  the  valuation 
fixed  by  it  under  this  law  may  be  used  for  taxation,  rate  making,  or  any  other 
purpose  the  State  may  desire. 

Nevada. — Hon.  H.  F.  Bartine,  chief  commissioner  of  the  railroad 
commission  of  Nevada,  writes  the  committee  as  follows : 

In  this  State  nothing  has  been  done  officially  for  the  obtaining  of  data  upon 
the  physical  valuation  of  railroads.  We  have  had  much  litigation  with  some 
of  the  roads,  and  the  railroads  themselves  have  offered  some  testimony  with 
respect  to  the  cost  of  reconstruction  and  other  matters  which  enter  into  the 
question  of  their  physical  valuation ;  but  we  have  no  data  officially  obtained 
that  would  be  of  any  value  to  you. 

New  Jersey. — Mr.  A.  N.  Barber,  secretary  of  the  board  of  public 
utility  commissioners,  writes  that  a  complete  valuation  of  all  the 
railroads  in  that  State,  for  the  purpose  of  taxation,  has  been  recently 
made  by  the  State  board  of  assessors. 
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New  York,  -first  district. — Commissioner  Maltbie,  of  the  New  York 
Public  Service  Commission,  first  district,  says: 

We  have  valued  properties  worth  from  $250,000,000  to  $300,000,000,  including 
railroads,  street  railroads,  gas  works,  and  electric  lighting  plants,  and  have 
reached  a  system  that  is  fairly  satisfactory  to  us.  although  the  method  is  varied 
from  plant  to  plant,  because  in  some  cases  it  is  possible  to  obtain  information 
which  can  not  be  had  in  others. 

Mr.  Travis  H.  Whitney,  secretary  of  the  New  York  Public  Service 
Commission,  first  district,  says: 

The  jurisdiction  of  this  commission  is  limited  to  New  York  City.  The  com- 
mission has  not  completed  any  valuations  of  steam  roads,  but  has  made  valua- 
tions of  the  surface  and  elevated  lines  in  the  Brooklyn  Rapid  Transit  System. 
It  has  also  valued  the  property  of  the  Coney  Island  &  Brookland  Railroad  Co., 
a  surface  line  operating  in  Brooklyn,  and  practically  all  of  the  surface  lines 
operating  in  the  borough  of  Manhattan.  The  valuations  of  the  Brooklyn  Rapid 
Transit  lines  and  of  the  Coney  Island  &  Brooklyn  line  were  for  use  in  con- 
nection with  rate  cases.  The  valuations  of  the  surface  lines  in  Manhattan  were 
originally  made  for  use  in  connection  with  capitalization  of  the  companies 
after  reorganization  and  have  recently  been  used  also  in  connection  with  a 
transfer  case.  The  valuations  have  not  been  published,  but  brief  information 
in  relation  to  some  of  them  is  contained  in  the  printed  opinions  of  the  com- 
mission in  the  Coney  Island  f9"°>  cases  and  the  Third  Avenue  reorganization 
case. 

New  Yor/c,  second  district.— Commissioner  Stevens,  chairman  of 
the  New  York  Public  Service  Commission,  second  district,  writes  to 
the  committee  as  follows : 

Replying  to  yours  of  the  6th  instant,  I  beg  to  say  that  the  public  service 
Commission,  second  district,  of  New  York,  has  made  no  physical  valuation  of 
railroad  property  since  its  first  organization,  such  as  you  have  in  mind  in 
your  letter  of  inquiry.  It  has  caused  one  or  two  valuations  to  be  made  by  the 
organizations  themselves,  more  or  less  detailed  in  character,  for  incidental 
purposes,  but  the  proper  answer  to  your  question  is  that  no  physical  valuation 
has  been  made  in  this  district,  either  by  the  commission  or  by  any  other  State 
authority. 

North  Carolina. — Mr.  A.  J.  Maxwell,  clerk  of  the  North  Carolina 
Corporation  Commission,  states  to  the  committee : 

This  commission,  at  four-year  periods,  has  made  physical  valuations  of  rail- 
road properties  in  this  State,  following  procedure  designated  by  statute  for 
fixing  value  of  such  railroad  lines  for  purposes  of  taxation,  and  the  statute 
further  provides,  however,  that  in  addition  to  this  valuation  the  commission 
shall  also  appraise  the  intangible  as  well  as  physical  valuation;  and  as  the 
Intangible  valuation  has  generally  been  in  excess  of  the  physical  valuation,  the 
physical  valuations  have  not  been  fixed  with  very  great  care  and  have  not  at 
any  time  been  based  upon  actual  examination  and  inspection  of  the  physical 
property. 

Oklahoma. — Commissioner  Henshaw,  of  the  Oklahoma  Corpora- 
tion Commission,  writes  the  committee : 

This  State  is  now  making  the  valuation  of  railroads  for  any  purpose  for 
which  it  may  be  desired.  It  is  going  upon  the  theory  of  first  ascertaining  the 
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actual  original  cost,  if  possible,  as  to  the  right  of  way,  original  construction, 
and  all  betterments  up  to  date.  It  has  also  been  required  by  the  constitution 
to  ascertain  the  replacement  value  of  this  same  property.  The  valuations  thus 
ascertained  are  to  be  made  a  public  record,  and  I  presume  they  are  to  be  used 
for  what  they  are  worth,  either  as  a  basis  for  making  rates  or  of  taxation.  That 
is  to  say,  the  valuation  to  the  extent  we  are  going  will  be  one  element  in  deter- 
mining the  ultimate  value,  at  least. 

Oregon. — Commissioner  Aitchison,  chairman  of  the  Railroad  Com- 
mission of  Oregon,  writes  the  committee  as  follows: 

Answering  your  favor  of  the  6th  instant,  will  say  that  it  is  required  of  this 
commission  that  it  shall — 

"  Ascertain  from  time  to  time  as  nearly  as  practicable  the  amount  of  money 
expended  in  the  construction  and  equipment  of  every  railroad,  the  amount  of 
money  expended  to  procure  the  right  of  way;  also  the  amount  of  money  it 
would  require  to  secure  the  right  of  way,  reconstruct  the  roadbed,  track,  depots, 
and  other  facilities  for  transportation,  and  to  replace  all  the  physical  prop- 
erties belonging  to  the  railroad.  It  shall  ascertain  the  outstanding  bonds, 
debentures,  and  indebtedness  and  the  amounts,  respectively,  thereof,  the  date 
when  issued,  to  whom  issued,  to  whom  sold,  the  price  paid  in  cash,  property, 
or  labor  therefor,  what  disposition  was  made  of  the  proceeds,  by  whom  the 
indebtedness  is  held,  so  far  as  ascertainable,  the  amount  purporting  to  be  due 
thereon,  the  credits  due  the  railroad,  other  property  on  hand  belonging  to  it, 
the  judicial  or  other  sales  of  said  road,  its  property  or  franchises,  and  the 
amounts  purporting  to  have  been  paid  and  in  what  manner  paid  therefor. 
*  *  * »» 

We  have  been  prosecuting  investigations  along  these  lines  and  have  con- 
cluded the  taking  of  testimony  as  to  the  major  roads  of  the  State  as  of  June 
30,  1910,  but  findings  have  not  yet  been  made.  These  investigations  are  pri- 
marily for  rate-making  purposes,  although- the  State  tax  commission  has  access 
to  and  does  refer  to  the  testimony  taken.  Capitalization  of  net  earnings  is 
the  chief  test  of  railroad  value  in  this  State  for  taxing  purposes.  (38  Or.,  589.) 

From  reports  of  the  Oregon  commission  we  gather  the  following 
information : 
In  their  1907  report  the  Oregon  commission  says: 

The  ascertainment  of  the  amount  of  money  it  would  require  to  reconstruct  or 
replace  the  road  is  thus  made  obligatory.  Inasmuch  as  the  legislature  did  not 
provide  any  funds  for  the  employment  of  the  necessary  corps  of  expert  engineers 
to  make  this  technical  investigation,  we  have  not  been  able  to  undertake  the 
making  of  a  physical  valuation. 

We  are  pursuing  investigations  as  to  the  original  cost  of  some  of  the  smaller 
roads  in  the  State,  and  intend  to  follow  with  investigations  as  to  the  larger 
roads,  as  far  as  practicable. 

In  their  1908  report  they  describe  a  method  of  appraisal  largely  by 
means  of  data  furnished  by  the  carriers,  checked  by  the  commission, 
saying : 

This  method  of  procedure  has  proven  far  cheaper  and  quite  as  accurate  as  an 
appraisal  made  in  the  first  instance  by  the  State  through  its  accountants  and 
engineers. 
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Since  these  reports  the  commission  has  employed  engineers,  and  we 
are  now  informed  that  the  commission  has  finished  its  estimates  of 
values  of  several  railroad  properties  and  has  data  for  others. 

South  Dakota. — Mr.  T.  E.  Cassill,  secretary  of  the  South  Dakota 
Board  of  Railroad  Commissioners,  states: 

The  only  physical  valuation  of  railways  which  has  ever  been  made  in  this 
State  was  made  under  the  supervision  of  this  board.  The  work  was  started 
during  the  latter  part  of  1907  and  a  complete  appraisal  of  all  the  roads  within 
the  State  was  made  as  of  date  June  30,  1909.  The  purpose  for  which  this 
valuation  was  made  was  to  be  used  in  any  litigation  that  might  be  had  be- 
tween the  board  and  the  railway  companies,  and  also  for  the  purpose  of  taxation 
and  rate-making  purposes. 

Tennessee. — Miss  Willie  Fields,  secretary  of  the  commission,  in- 
forms us  that  the  railroad  commission  values  the  railroad  property  in 
the  State  biennially  for  the  purpose  of  taxation. 

Texas. — Commissioner  Williams,  of  the  Railroad  Commission  of 
Texas,  writes  as  follows : 

In  answer  to  your  letter  of  the  5th  instant,  beg  to  advise  that  the  railroad 
commission  is  the  only  tribunal  in  this  State  which  has  undertaken  the  valu- 
ation of  railway  properties  on  a  large  scale.  Of  course,  the  local  county  tax 
assessors  and  equalization  boards  fix  ad  valorem  taxes  on  values  of  railway 
property  in  their  own  counties  and  the  State  tax  commission  fixes  an  intangible 
tax  under  a  statute  passed  by  this  State  seeking  to  reach  the  stocks  and  bonds 
of  the  railway  companies,  which  tax  is  intended  to  cover  the  difference  between 
the  physical  value  of  each  line  and  the  total  securities  outstanding  against 
same.  The  amount  subject  to  taxation  in  this  way  is  reported  by  the  tax  com- 
mission to  the  various  assessors  of  the  State  for  application.  The  rolling  stock 
of  all  lines  is  taxed  for  the  benefit  of  the  State  in  one  county  through  which 
the  road  runs  and  in  the  headquarters  city.  This  is  really  a  detail  of  taxation 
method  and  not,  we  presume,  of  much  interest  to  you  in  connection  with  the 
subject  of  valuation.  The  railroad  commission's  valuations  are  used  for  refer- 
ence by  the  tax  commission  and.  some  of  them  having  been  made  many  years 
ago,  are  subject  to  correction,  which  the  railroad  commission  does  on  basis  of 
additional  capital  expenditures  made  in  the  interim  between  the  date  of  original 
valuation  and  the  present  time,  the  total  of  such  expenditures  and  the  original 
value  being  the  present  value  of  the  property.  You  will  see  from  this  that  the 
effort  is  to  get  at  at  least  an  approximation  of  the  invested  cost,  presuming 
the  value  placed  upon  the  railway  properties  when  originally  made  were  repre- 
sentative. The  tax  commission  uses  its  own  method  of  arriving  at  the  present 
value  based  on  original  values  made  by  the  railroad  commission,  the  increment 
added  being,  we  understand,  a  percentage  based  upon  their  judgment  of  the 
case  in  hand  arrived  at  after  hearing  of  the  interests  at  bar. 

AVe  inclose,  under  separate  cover,  a  copy  of  the  latest  annual  report  of  this 
commission  which  has  been  published,  the  report  for  the  last  fiscal  year  being 
in  the  hands  of  the  printer.  This  report  shows  all  valuations  made  by  this 
commission,  with  dates.  The  valuations  made  in  1894  and  1895  were  in  obedi- 
ence to  the  original  commission  act  which  required  that  all  the  then  existing 
lines  be  valued,  the  presumption  of  the  intent  of  the  lawmakers  being  to  pro- 
vide values  as  basis  for  rate  making.  Primarily  at  the  present  time  the  valu- 
ations made  by  this  commission  are  for  the  purpose  of  limiting  the  issuance  of 
stocks  and  bonds,  and  such  has  been  the  use  made  of  all  valuations  for  that 
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matter,  except  as  evidence  in  some  litigation  the  commission  has  had  in  the 
matter  of  rates. 

Vermont. — The  situation  is  described  in  the  following  communica- 
tion received  from  Commissioner  Redmond,  chairman  of  the  Public 
Service  Commission  of  Vermont: 

This  commission  has  never  made  any  physical  valuation  of  the  railroad 
properties  of  this  State.  The  only  valuation  of  any  kind  ever  made  of  railroad 
properties  in  this  State  is  that  made  by  the  tax  commissioner,  H.  E.  Cushman, 
Burlington,  Vt.,  for  the  purpose  of  taxation.  But  I  am  quite  sure  that  this 
valuation  was  not  a  strict  valuation,  such  as  you  refer  to,  but  only  a  valuation 
gained  from  the  books  of  the  several  companies,  from  a  consideration  of  their 
outstanding  stock  and  bonds,  and  from  such  other  sources  as  he  could  have  re- 
course to  without  an  actual  and  detailed  valuation  of  the  property. 

Virginia. — Commissioner  Prentis,  chairman  of  the  State  Corpora- 
tion Commission  of  Virginia,  informs  us  that  valuations  are  made  by 
that  commission  annually  for  taxation  purposes  and  "under  the 
constitution  the  valuation  of  the  franchise  must  be  excluded.  Such 
franchise  is  subject  to  a  specific  tax  of  1  per  cent  of  the  gross  earn- 
ings." We  were  unable  to  secure  detailed  information  as  to  the 
methods  of  arriving  at  these  values  by  the  Virginia  commission. 

Washington. — Hon.  J.  C.  Lawrence,  before  his  resignation  as 
member  and  chairman  of  the  Washington  Public  Service  Commis- 
sion, wrote  the  following: 

We  have  valued  practically  all  the  railroad  property  in  this  State  for  rate- 
making  i mi-poses.  The  valuation  fixed  by  this  commission  has  been  used  for 
assessment  purposes  by  assessing  on  the  same  percentage  of  the  valuation  fixed 
by  this  commission  as  the  assessed  value  of  other  property  in  the  State  bears 
to  the  actual  value  of  such  property. 

Wisconsin. — The  commission  has  made  a  complete  valuation  which 
is  used  for  rate-making  and  taxation  purposes.  Prof.  W.  D.  Pence, 
the  chief  engineer  for  the  Wisconsin  Railroad  Commission,  writes 
to  the  committee  as  follows : 

In  1903  all  the  steam  railroads  of  the  State  were  valued,  as  to  their  physical 
property,  by  this  department.  The  work  was  under  the  direction  of  the  State 
board  of  assessment,  and  was  primarily  for  taxation  purposes.  All  steam 
railroads  have  been  revalued  each  year  since  1903,  and  since  1905  the  valua- 
tions have  been  for  the  use  of  both  the  tax  commission  and  the  railroad 
commission. 

In  1907  all  electric  railroads  were  valued  for  use  of  both  the  tax  and  railroad 
commissions.  Included  with  electric  railroads  were  such  electric  light  plants 
as  were  associated  with  the  electric  railroads  through  ownership  or  control. 
These  also  have  been  revalued  each  year  since  that  time.  As  may  be  inferred 
from  the  above  statements,  the  valuations  are  for  use  in  t;ix;ition  as  well  as 
in  regulation  and  rate  making. 

Beginning  in  1907  and  continuing  up  to  the  present  time,  a  great  many  valua- 
tions of  electric  plants,  gas  plants,  water  plants,  and  telephone  plants  have  been 
made  under  direction  of  the  railroad  commission  for  use  in  regulation  and 
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nitt>  making.  I  do  not  know  the  exact  number,  but  a  great  many  of  them  have 
been  handled  up  to  the  present  time. 

A  great  many  valuations  have  been  made  of  other  utility  properties  for  the 
purpose  of  issues  of  capital.  These  have  been  only  roughly  made,  as,  in  gen- 
t-mi, they  are  simply  a  check  on  sonic  value  already  stated. 

This  engineering  department  serves  both  the  tax  commission  and  the  rail- 
road commission,  and  in  this  capacity  our  valuations  are  made  for  use  of  both 
commissions,  and  the  uses  to  which  the  valuations  may  be  put  scarcely  enter 
into  the  determination  of  the  valuation  of  physical  property. 

SUMMARY. 

From  the  foregoing  it  will  be  seen  that  valuations  of  one  or  more 
railroads  have  been  made  in  20  States.  In  most  of  these  there  have 
been  no  extensive  or  thorough  inventories  or  appraisals  undertaken. 
In  three  of  these  States  the  valuations  were  made  for  short  lines  in 
connection  with  certain  litigation.  In  one  State  (Texas)  a  compre- 
hensive valuation  was  made  about  20  years  ago;  in  two  States 
(Michigan  and  New  Jersey)  elaborate  valuations  have  been  made 
within  recent  years  solely  for  taxation  purposes;  in  one  State  (Massa- 
chusetts) solely  for  the  purpose  of  investigating  the  soundness  of  a 
company's  securities:  in  another  State  (New  York)  several  indi- 
vidual properties  have  been  valued  for  various  purposes;  and  in 
another  State  (Oregon)  several  properties  have  been  valued,  but 
not  all. 

As  previously  stated,  the  members  of  this  association  are  primarily 
interested  in  valuations  for  rate-making  purposes. 

Comprehensive  valuations  to  be  used  for  rate  making,  as  well  as 
other  purposes,  have  been  made  during  recent  years  or  are  being 
made  at  this  time  of  all  the  railroads  in  eight  States,  as  follows: 
California,  Kansas,  Minnesota,  Nebraska,  Oklahoma,  South  Dakota, 
Washington,  and  Wisconsin.  The  distribution  of  mileages  and 
values  in  these  States  is  as  follows : 

RAILROADS    IN    THOSE     STATES    WHERE    STATE-WIDE    VALUATIONS    FOB    RATE- 
MAKING  PURPOSES  HAVE  BEEN  COMPLETED  DURING  RECENT  YEARS. 


State. 

Year. 

Mileage, 
mainline. 

Total  cost  of 
reproduction. 

Present  or  de- 
preciated 
value. 

Number 
of  rail- 
roads. 

Minnesota  (Table  A)  

1907 

7,596 

$411,735,195 

$360,480,161 

25 

South  Dakota  

1909 

3,953 

106,494,503 

91,695,132 

15 

Washington 

1908 

3  500 

205,000,000 

5 

Nebraska  

1909 

6,072 

290,905,616 

249,196,180 

17 

Wisconsin  

1908 

7,355 

271,063,500 

215,027,646 

53 

Total  

28,476 

1  1,080,198,814 

1,121,399,119 

115 

1  Four  States  only. 
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RAILROADS    LISTED    IN    THOSE    STATES    WHERE    STAT&WIDE    VALUATIONS    ARE 

NOW  IN  PROGRESS. 


State. 

Year  of 
report. 

Number 
of  rail- 
roads. 

Mileage  . 

Kansas  

1907-8 

16 

3  820 

California  

1910 

56 

5  968 

Oklahoma  

1910 

15 

3,438 

Total  -  

87 

13  232 

With  this  knowledge  as  to  just  what  States  had  made  extensive 
valuations  of  their  railroad  properties,  and  the  purposes  of  making 
the  same,  our  next  step  was  to  ascertain  the  methods  used  in  these 
different  States.  A  general  request  for  a  description  of  their  valua- 
tion would  bring  very  unsatisfactory  results.  We  made  an  enumera- 
tion of  the  basic  rules  or  subjects  involved  in  a  valuation,  upon 
which  there  is  commonly  thought  to  be  any  serious  controversy,  and 
carefully  framed  a  series  of  interrogatories  as  to  these  subjects,  seek- 
ing to  go  to  the  heart  of  the  matter,  to  be  somewhat  exhaustive,  and 
to  disclose  the  methods  adopted  by  each  of  the  different  States. 
The  success  of  our  work  depending  so  completely  upon  the  proper 
framing  of  these  questions,  we  submitted  them  first  to  a  group  of  dis- 
tinguished specialists  representing  diverse  interests  and  consisting 
of  Henry  C.  Adams,  of  Michigan,  former  statistician  of  the  Inter- 
state Commerce  Commission;  E.  W.  Bemis,  consulting  expert  for 
Chicago,  Des  Moines,  and  many  other  cities  and  commercial  bodies 
in  valuation  cases ;  Mortimer  E.  Cooley,  who  had  charge  of  the  Michi- 
gan appraisal  and  is  a  pioneer  in  this  line  of  work ;  F.  H.  Dixon.  of 
Washington,  D.  C.,  statistician  for  the  Bureau  of  Railway  Economics : 
Halbert  P.  Gillette,  editor  of  Engineering- Contracting,  formerly 
chief  engineer  for  the  Washington  Railroad  Commission;  W.  J. 
Meyers,  the  present  chief  statistician  of  the  Interstate  Commerce 
Commission ;  and  Dwight  C.  Morgan,  formerly  chief  engineer  for  the 
Minnesota  Railroad  &  Warehouse  Commission.  Each  of  these  gentle- 
men offered  very  valuable  suggestions  as  to  our  series  of  questions. 
At  times  duplication  will  be  found  in  different  questions.  Any  per- 
son at  all  familiar  with  the  examination  of  witnesses  knows  the 
justification  for  this  fact.  Finally  the  questions  were  framed  in  the 
form  as  given  in  the  appendix  to  this  report. 

These  interrogatories  were  then  sent  to  commissions  that  had  made 
exhaustive  valuations  of  all  the  railroad  properties  under  their  juris- 
diction. It  was  thought  that  such  States  would  probably  have  given 
the  most  thorough  consideration  to  the  problems  connected  with 
valuation  methods. 

There  are  10  State  commissions  in  the  United  States  that  have  made 
during  recent  years,  or  are  making  to-day,  elaborate  inventories  and 
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valuations  of  all  the  railroads  in  their  respective  States.  These  are : 
California,  Kansas,  Michigan,  Minnesota,  Nebraska,  New  Jersey, 
Oklahoma,  South  Dakota,  Washington,  and  Wisconsin.  We  have  re- 
ceived carefully  prepared  answers  to  our  interrogatories  from  the 
chief  engineers  or  the  men  in  charge  of  the  appraisals  of  all  these 
States,  with  a  single  exception,  that  of  New  Jersey,  and  we  have  re- 
ceived a  bound  volume  of  465  pages  giving  an  exhaustive  description 
of  the  appraisal  of  railroads  just  concluded  in  that  State. 

We  have  received  exhaustive  descriptions  of  the  valuation  methods 
used  in  every  State  that  has  made,  during  recent  years,  or  is  now 
making  an  appraisal  of  all  its  railroads  to  be  used  for  rate-making 
purposes,  the  same  being  prepared  by  the  men  in  charge  of  the  said 
appraisals.  There  are  eight  of  these  States,  as  follows:  Wisconsin, 
Minnesota,  South  Dakota,  Nebraska,  Kansas,  Oklahoma,  Washing- 
ton, and  California. 

Very  valuable  monographs  upon  the  valuations  in  their  respective 
States  have  been  published  as  follows : 

Report  of  Massachusetts  Joint  Commission,  Composed  of  Railroad  Commis- 
sioners, Tax  Commissioner,  and  Bank  Commissioner,  Relative  to  the  Assets  and 
Liabilities  of  the  New  York,  New  Haven  &  Hartford  Railroad  Co.  (Feb. 
15,  1911.) 

Report  on  the  Revaluation  of  Railroads  and  Canals  in  New  Jersey  (1911), 
by  Charles  Hansel,  expert  in  charge. 

The  Valuation  of  Public  Service  Corporation  Property,  by  Henry  Earle 
Riggs,  of  Michigan,  being  a  paper,  and  a  discussion  upon  the  same,  published 
by  the  American  Society  of  Civil  Engineers  (1911). 

The  Appraisal  in  South  Dakota,  by  Carl  C.  Witt,  chief  engineer  in  .charge, 
published  by  the  South  Dakota  board  in  1909. 

Method  Used  by  the  Railroad  Commission  of  Texas  Under  the  Stock-and- 
Bond  Law  in  Valuing  Railroad  Properties,  by  R.  A.  Thompson  (1904),  being 
a  paper  read  before  and  published  by  the  American  Society  of  Civil  Engineers. 

Dr.  Robert  H.  Whitten,  Librarian  for  the  New  York  Public  Service  Commis- 
sion, has  prepared  a  very  able  work  entitled  "  Valuation  of  Public  Service 
Corporations"  (1912),  which  is  especially  valuable  in  its  presentation  of  the 
methods  followed  by  the  New  York  and  Wisconsin  commissions. 

Before  discussing  the  issues  relative  to  these  valuation  rules,  as 
adopted  by  the  different  States,  let  us  consider  briefly  the  basis  for 
our  work. 

THE  BASIS. 

The  first  question  to  decide  is  what  shall  be  the  groundwork,  the 
foundation,  for  the  determination  of  value.  Many  different  bases 
have  been  proposed,  such  as  capitalization,  cost  account  or  book 
account  of  the  carriers,  earning  power,  market  value,  bona  fide  in- 
vestment added  to  betterments  and  improvements,  cost  of  reproduc- 
tion, present  physical  value,  etc. 
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Much  depends  upon  the  purpose  of  the  valuation.  If  the  object 
is  to  determine  the  value  for  purchase  or  sale,  the  probable  earnings 
of  the  company  would  be  one  of  the  controlling  factors.  But  earn- 
ings can  not  be  used  as  the  basis  for  an  investigation  relative  to  the 
reasonableness  of  rates  which  produce  the  earnings;  for  they  are 
interdependent.  The  members  of  this  association  are  concerned  with 
values  for  two  purposes — levying  taxes,  and  fixing  maximum  rates. 

RAILROAD    TAXES. 

The  courts  have  adopted  a  different  attitude  toward  the  action  of 
a  legislative  tribunal  as  to  taxes  and  rates.  They  have  said  the 
power  to  tax  is  the  power  to  destroy,  but  that  the  power  to  fix  rates 
is  not  the  power  to  destroy. 

The  leading  case  relative  to  the  taxation  powers  of  a  State  is 
McCulloch  v.  ^laryland  (4  Wheat.,  316).  Chief  Justice  Marshall  in 
this  case  laid  down  a  very  broad  rule  concerning  the  discretion  rest- 
ing in  a  legislature  as  to  the  amount  and  method  of  taxation.  He 
said:  „ 

It  is  admitted  that  the  power  of  taxing  the  people  and  their  property  is 
essential  to  the  very  existence  of  government  and  may  be  legitimately  exercised 
on  the  object  to  which  it  is  applicable  to  the  utmost  extent  to  which  the  gov- 
ernment may  choose  to  carry  it.  The  only  security  against  the  abuse  of  this 
power  is  found  in  the  structure  of  the  government  itself.  In  imposing  a  tax 
the  legislature  acts  upon  its  constituents.  This  is  in  general  a  sufficient  secur- 
ity against  erroneous  and  oppressive  taxation.  (McCulloch  v.  Maryland,  4 
Wheat,  316,  428.) 

This  doctrine  was  again  announced  in  strong  terms  by  Chief  Jus- 
tice Marshall  in  Weston  v.  Charleston  (2  Pet..  449),  where  he  stated: 

If  the  right  to  impose  the  tax  exists,  it  is  a  right  which  in  its  nature  acknowl- 
edges no  limits.  It  may  be  carried  to  any  extent  within  the  jurisdiction  of  the 
State  or  corporaton  which  imposes  it,  which  the  will  of  each  State  and  corpora- 
tion may  prescribe. 

The  question  of  how  far  the  jurisdiction  of  the  State  extends  be- 
comes complicated  because  of  the  intricate  nature  of  State  and  inter- 
state commerce,  and  this  phase  of  the  problem  has  received  consid- 
erable attention  in  recent  decisions  of  the  Supreme  Court. 

The  extent  of  the  discretion  of  the  legislature,  when  it  has  juris- 
diction, has  received  consideration  in  many  recent  cases.  A  typical 
decision  is  the  one  in  Treat  v.  White  (181  U.  S.,  264).  At  page  268 
of  this  opinion,  Mr.  Justice  Brewer,  speaking  for  the  Supreme  Court, 
said: 

That  no  stamp  duty  was  imposed  on  agreements  to  buy  (or,  in  the  vernacular 
of  the  stock  exchange,  "puts")  furnishes  no  ground  for  denying  the  validity  of 
the  stamp  duty  on  agreements  to  sell.  The  power  of  Congress  in  this  direction 
is  unlimited.  It  does  not  come  within  the  province  of  this  court  to  consider 
why  agreements  to  sell  shall  be  subject  to  stamp  duty  and  agreements  to  buy 
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not.     It  is  enough  that  Congress  in  this  legislation  has  imposed  a  stamp  duty 
ni>on  the  one  and  not  upon  the  other. 

The  extensive  powers  of  the  State  as  to  taxes,  where  it  has  juris- 
diction, has  resulted  in  the  adoption  of  many  different  bases  and 
methods  of  making  assessed  values,  and  this  in  turn  has  caused  a 
strange  medley  of  taxable  values  and  actual  taxes  collected. 

A  comprehensive  review  of  the  different  methods  adopted  by  vari- 
ous States  for  the  determination  of  assessment  values  is  contained  in 
Bulletin  21,  issued  by  the  Department  of  Commerce  and  Labor;  and 
an  able  review  of  the  same  subject  is  given  in  the  report  of  this  com- 
mittee in  1908,  printed  in  the  proceedings  of  the  association  for  that 
year.  The  situation,  as  outlined  in  these  publications,  is  substan- 
tially the  same  to-day,  and  there  is  no  occasion  for  a  duplication  of 
this  review  and  discussion. 

RAILROAD  BATES. 

Our  chief  duties  relate  to  the  establishment  of  reasonable  rates. 
Ii£  the  folloAving  discussion  this  will  be  given  the  main  considera- 
tion; however,  we  will  frequently  have  occasion  to  refer  to  taxable 
values.  Values  for  rate-making  purposes  are  used  in  several  States 
by  tax  commissions  and  boards.  There  are  some  who  urge  that  value 
for  taxation  and  rate-making  purposes  should  be  identical.  We  will 
not.  undertake  at  this  time  to  discuss  that  problem. 

The  question  of  value  seldom  arises  when  considering  a  few  rates. 
It  is  where  a  large  number  of  rates  or  whole  schedules  are  attacked 
that  the  matter  of  valuation  becomes  of  importance.  This  applies 
to  State-made  rates  for  public  utilities  of  all  kinds,  to  rates  established 
by  city  councils,  and  it  will  become  of  utmost  importance  in  the 
country  as  a  whole  if  an  effort  is  renewed  to  make  a  nation-wide  ad- 
vance in  freight  rates,  or  should  an  attempt  be  made  to  secure  a 
general  reduction  in  rates.  The  same  issue  arises  indirectly  in  every 
case  involving  any  very  large  and  substantial  increase  or  decrease 
in  rates  growing  out  of  specific  acts  of  the  carriers  or  orders  of  the 
commission.  The  prosperity  of  the  carriers  can  not  be  determined 
without  knowing  or  assuming  some  figure  as  representing  the  value 
of  their  properties.  This  issue  is  forced  to  the  front  in  practically 
every  important  case  tried  before  the  Interstate  Commerce  Com- 
mission. In  addition  to  that,  argument  of  the  same  character  is 
daily  being  used  to  affect  the  attitude  of  the  public  generally  toward 
the  carriers. 

Many  different  bases  are  constantly  urged  for  the  determination 
of  values  when  considering  the  reasonableness  of  rates.  A  few  of  the 
important  ones  will  be  considered  briefly. 
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CAPITALIZATION. 

It  is  a  comparatively  easy  task  to  determine  the  capitalization  of 
a  company.  If  it  were  practicable  and  just  to  adopt  this  as  our  basia 
for  the  determination  of  value,  our  task  would  be  very  simple  indeed, 

In  the  epoch-making  case  of  Smyth  v.  Ames  the  attorneys  for  th» 
railroads  tried  to  rest  their  entire  case  on  one  proposition  to  the  ex- 
clusion of  all  others.  They  contended  that  a  railway  company  is  en- 
titled  to  exact  such  charges  for  transportation  as  will  enable  it  at  all 
times  not.  only  to  pay  operating  expenses  but  also  to  meet  the  in- 
terest regularly  accruing  upon  all  its  outstanding  obligations,  and; 
justify  a  dividend  upon  all  its  stock.  The  court  specifically  refused 
to  adopt  that'  doctrine. 

It  is  true  capitalization  was  one  of  the  factors  specifically  named 
by  the  court  to  be  taken  into  consideration;  but  it  was  only  one  of 
several. 

In  the  unanimous  decision  of  the  Interstate  Commerce  Commis- 
sion in  the  Western  Advanced  Rate  case  we  find  the  following 
language,  written  by  Mr.  Commissioner  Lane : 

It  is  almost  axiomatic  that  the  investment  in  an  American  railroad  is  not 
represented  by  its  capitalization.  This  generalization  is  subject  to  a  few  ex- 
ceptions. This  commission  can  not  accept  capitalization  as  representing  either 
investment  or  value.  As  conservative  an  authority  as  Judge  Noyes  may  b& 
quoted  to  the  effect  that  "  Stocks  are  watered,  anticipated  profits  are  capitalized 
in  advance,  a  large  volume  of  securities  is  deemed  desirable  for  speculative 
purposes.  Therefore,"  he  says,  "  fictitious  capitalization  is  not  an  element  of 
value.  The  amount  of  the  outstanding  stocks  and  bonds  is  seldom  any  true 
measure  of  worth.  A  railroad  can  not,  by  the  manufacture  of  paper  securities, 
impose  upon  the  public  the  burden  of  making  them  pay  real  profits."  (Western 
Advance  Rate,  20  I.  C.  C.,  307,  320.) 

We  find  no  recent  decision  of  any  court  or  commission  claiming 
that  value  should  be  determined  by  the  capitalization  of  a  company, 

EARNING    POWER. 

Value  for  purposes  of  purchase  and  sale,  or  issue  of  securities,  OP 
taxation,  may  perhaps  depend  to  a  considerable  extent  upon  the 
present  and  prospective  earning  capacity  of  a  property.  But  no  one 
seriously  contends  that  value  for  rate-making  purposes  should  be 
based  upon  the  earnings  of  a  property.  If  the  rates  are  too  high,, 
the  earnings  would  be  too  high,  and  vice  versa;  one  can  not  be  used 
to  justify  the  other,  or  else  we  must  assume  that  whatever  is,  is 
right.  In  that  case  the  millennium  is  here. 

COMMERCIAL  VALUE. 

The  earning  power  of  a  company  determines  its  commercial  value, 
whether  gauged  by  the  market  value  of  stocks  and  bonds  or  by  the 
capitalization  of  net  earnings.  For  many  purposes  this  valuation. 


52  NATIONAL  ASSOCIATION    OF   RAILWAY   COMMISSIONERS. 

is  of  large  significance.  Many  States  use  what  may  fairly  be  de- 
scribed as  commercial  value  as  the  basis  for  taxation.  We  see  no 
occasion  for  discussing  this  subject.  The  United  States  Census 
Bureau,  in  Bulletin  No.  21,  has  made  a  very  elaborate  presentation 
of  the  methods  for  the  determination  of  commercial  value.  We 
know  of  no  State  commission  or  court  which  has  held  during  recent 
years  that  commercial  value  should  be  used  as  the  basis  for  rate 
making. 

The  objections  previously  stated  to  earning  power  apply  with 
equal  force  to  the  so-called  commercial  value. 

MARKET    VALUE. 

This  is  substantially  equivalent  to  commercial  value  and  serves 
Ihe  same  purpose  and  is  subject  to  the  same  limitations. 

COST  ACCOUNTS  OR  BOOK  ACCOUNTS  OF  THE  CARRIERS. 

The  Interstate  Commerce  Commission,  in  their  annual  publication 
entitled  "  Statistics  of  American  Railways,"  gives  statistics  purport- 
ing to  represent  "  Net  investment  in  road  and  equipment."  Occasion- 
ally this  is  used  as  fairly  representing  the  value  of  American  rail- 
Ways.  In  a  recent  publication  of  the  Bureau  of  Railway  Economics 
it  is  stated  that  this — 

paay  be  used  as  roughly  approximating  the  tangible  value  of  American  railway 
property.  (Comparison  of  Capital  Values,  etc.,  Sept.,  1912,  p.  13.) 

Mr.  Commissioner  Meyer,  in  a  paper  published  in  1904,  discussing 
methods  of  valuation,  stated : 

A  relatively  small  but  influential  group  of  railway  men  expressed  the  belief 
that  the  cost  of  construction  as  shown  on  the  general  balance  sheet  was  the 
best  available  measure  of  the  value  of  railways.  It  was  urged  by  them  that 
a  valuation  on  any  other  basis  would  be  out  of  harmony  with  the  facts  and 
unfair  to  railway  property  as  compared  with  other  forms  of  property.  (Bulletin 
21  of  the  Department  of  Commerce  and  Labor,  U.  S.  Census,  1904,  p.  17.) 

Mr.  Meyer  did  not  agree  with  the  gentlemen. 

Relative  to  the  true  worth  of  this  so-called  cost  of  road  and  equip- 
ment, it  would  be  well  to  note  the  estimate  placed  upon  it  by  the 
commission  itself.  The  Interstate  Commerce  Commission,  in  its 
annual  report  to  Congress,  says : 

It  is  sufficient  to  refer  to  the  well-known  fact  that  no  court  or  commission 
or  accountant  or  financial  writer  would  for  a  moment  consider  that  the  pres- 
ent balance  sheet  statement  purporting  to  give  the  cost  of  property  suggests, 
even  in  a  remote  degree,  a  reliable  measure  either  of  money  invested  or  of 
present  value.  Thus,  at  the  first  touch  of  critical  analysis  the  balance  sheets 
published  by  American  railways  are  found  to  be  inadequate.  They  are  incapable 
of  rendering  the  service  which  may  rightly  be  demanded  of  them.  One  cure 
seems  possible  for  such  a  situation,  and  one  only;  and  that  is  for  the  Govern- 
ment to  make  an  authoritative  valuation  of  railway  property  and  to  provide 
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that  the  amounts  so  determined  should  be  entered  upon  the  books  of  the  carriers 
as  the  accepted  measure  of  capital  assets. 

We  know  of  no  recent  decision  of  any  court  or  commission  adopting 
the  so-called  book  value  as  the  basis  for  the  determination  of  value 
for  rate  making,  taxation,  or  other  public  purpose. 

COST    OF    REPRODUCTION,    NEW  ;    AND    ORIGINAL    INVESTMENT. 

The  real  conflict  to-day  as  to  the  proper  basis  for  the  determination 
of  value  is  being  waged  around  these  two — cost  of  reproduction  and 
original  investment.  Very  serious  objections  are  made  to  each  of 
these  bases.  Both  must  receive  consideration ;  however,  in  the  Knox- 
ville  Water  case  (212  U.  S.,  1)  the  Supreme  Court  rejected  the  cost  of 
reproduction,  new,  as  controlling. 

In  Cotting  v.  Godard  (183  U.  S.,  79),  Mr.  Justice  Brewer,  making 
a  summary  of  the  rulings  of  the  Supreme  Court  upon  this  subject, 
stated  : 

It  has  declared  that  the  present  value  of  the  property  is  the  basis  by  which 
the  test  of  reasonableness  is  to  be  determined,  although  the  actual  cost  is  to  be 
considered,  and  that  the  value  of  the  services  rendered  to  each  individual  is 
also  to  be  considered. 

The  original  cost  was  rejected  as  the  test  in  Stanislaus  Co.  v.  San 
Joaquin  &  E.  E.  C.  &  I.  Co.  (192  U.  S.,  201). 

Mr.  Justice  Peckham,  in  discussing  the  cost,  said : 

The  original  cost  may  have  been  too  great;  mistakes  of  construction,  even 
though  honest,  may  have  been  made,  which  necessarily  enhanced  the  cost; 
more  property  may  have  been  acquired  than  necessary  or  needful  for  the  pur- 
pose intended.  Other  circumstances  might  exist  which  would  show  the  original 
rates  much  too  large  for  fair  or  reasonable  compensation  at  the  present  time 
(Knoxville  Water  Co.  v.  Knoxville,  189  U.  S.,  434.) 

We  would  suggest  the  use  of  the  phrase  "  fair  value."  As  yet  this 
expression  has  not  become  embarrassed  by  any  distorted  meanings; 
this  is  largely  due  to  the  fact  that  the  Supreme  Court  itself  has  de- 
fined the  term  in  such  manner  as  to  protect  its  use. 

FAIB    VALUE. 

In  the  familiar  passage  of  Smyth  v.  Ames  (169  U.  S.,  466),  Mr. 
Justice  Harlan  laid  down  the  rule : 

We  hold  that  the  basis  of  all  calculations  as  to  the  reasonableness  of  rates  to 
be  charged  by  a  corporation  maintaining  a  highway  under  legislative  sanction 
must  be  the  fair  value  of  the  property  being  used  by  it  for  the  convenience  of 
the  public. 

In  the  recent  case  of  Wilcox  v.  The  Consolidated  Gas  Co.  (212 
U.  S.,  19,  52),  involving  a  commission's  order  relative  to  reasonable 
rates,  the  Supreme  Court  stated : 

And  we  concur  with  the  court  below  in  holding  that  the  value  of  the  prop- 
erty is  to  be  determined  as  of  the  time  when  the  inquiry  is  made  regarding  the 
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rates.  If  the  property  which  legally  enters  into  the  consideration  of  the  question 
of  rates  has  increased  in  value  since  it  was  acquired  the  company  is  entitled 
to  the  benefit  of  such  increase. 

The  fundamental  question  becomes,  What  property  "  legally  enters 
into  the  consideration  of  the  question  of  rates  "? 

There  are  scores  of  cases  during  the  past  few  years  wherein  the 
present  physical  value  has  been  given  large  consideration.  These 
cases  involve  the  reasonableness  of  rates  for  railroads  as  well  as  gas 
plant?,  water  plants,  electric-light  works,  and  street  railways.  At 
the  present  time  there  are  over  50  cases  pending  in  the  Federal  courts 
and  8  in  the  Supreme  Court,  involving  the  reasonableness  of  rates 
on  railroads,  wherein  the  present  physical  value  of  the  properties  is 
one  of  the  controlling  issues. 

None  of  these  cases,  to  our  knowledge,  hold  that  present  physical 
value  and  fair  value  are  synonymous  terms.  The  problem  arises  in 
determining  the  relative  weight  to  be  given  to  physical  value  and  to 
the  other  factors  and  elements  that  enter  into  fair  value. 

The  determination  of  what  factors  shall  be  included  in  that  "  fair 
value,"  upon  which  a  company  is  "  legally  entitled  to  a  return,"  is 
subject  to  much  conflict  in  opinion.  Some  would  have  us  include  cer- 
tain intangible  values  that  others  object  to;  some  would  use  multiples 
for  land  values,  others  would  not  do  so. 

After  we  have  determined  the  basic  elements,  there  remains  the 
selection  of  the  proper  methods  for  ascertaining  the  real  value  of 
these  factors.  Some  have  adopted  arbitrary  percentages  with  little 
foundation  for  their  conclusions.  Others  have  devised  methods  of 
getting  closer  to  the  true  facts. 

OUR   CHIEF   PURPOSE. 

It  is  undoubtedly  true  to-day  that  much  useless  information  is  often 
secured  by  those  making  appraisals,  that  very  expensive  methods  of 
securing  information  are  resorted  to,  and  that  frequently  information 
is  denied  by  some  companies  as  being  impracticable  or  impossible  to 
secure,  while  other  companies  in  other  States  readily  give  the  same. 

It  was  our  thought  that  if  our  work  was  intelligently  done  it  might 
be  possible  for  us  to  make  a  concrete  saving  of  expenses  for  the  differ- 
ent States  by  securing  suggestions  as  to  various  methods  for  making 
valuations;  and,  most  important  of  all,  that  we  might  secure  an  intel- 
ligent discussion  of  methods  which  would  help  to  clarify  the  situation 
where  confusion  exists  to-day. 

At  this  stage  of  our  work  we  have  not  attempted  to  digest  or  frame 
any  far-reaching  generalizations  or  rules.  Our  principal  task  has 
been  simply  to  compile  and  gather  together  in  order  to  find  out,  as 
stated  before,  on  what  matters  and  to  what  extent  confusion  actually 
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exists  at  this  moment.  This  is  merely  intended  as  introductory  to 
the  great  work  which  should  follow.  Finding  the  issues  is  merely 
introductory,  but  nevertheless  it  is  one  important  step  in  the 
undertaking. 

Our  analysis  of  some  of  the  important  methods  presented  by  differ- 
ent States  will  be  confined  largely  to  valuations  for  rate-making  pur- 
poses made  during  recent  years,  because  we  consider  such  information 
to  be  of  the  most  significance  to  you  at  this  time.  However,  the 
present  physical  value  of  a  railroad  may  be  held  to  be  substantially 
the  same  regardless  of  the  purpose  for  which  that  valuation  is  made. 
In  that  case  other  elements  must  be  taken  care  of  as  modifications  of 
that  physical  value,  making  it  conform  to  what  we  have  called  "  fail- 
value  " ;  or,  if  used  for  taxation  purposes,  then  certain  factors  must 
be  added  and  others  deducted  to  make  up  what  may  be  called  "  taxable 
value." 

Having  in  our  hands  at  this  time  the  able  analysis  of  the  valuations 
made  in  New  Jersey,  Massachusetts,  Texas,  and  Michigan,  we  will 
frequently  take  occasion  to  refer  to  special  features  of  tnese  other  ap- 
praisals as  the  same  may  appeal  to  us  as  being  worth  while,  although 
they  were  not  made  for  rate-making  purposes.  We  will  also  make 
use  of  extracts  and  occasional  references  to  conclusions  reached  by  the 
Xew  York  commission  for  the  first  district. 

Had  we  a  comprehensive  and  detailed  analysis  of  all  the  different 
points  enumerated  in  our  list  of  interrogatories,  the  same  being  made 
by  a  competent  man  in  charge  of  these  other  appraisals  and  thor- 
oughly familiar  with  the  same,  it  would  have  greatly  facilitated  com- 
parisons to  the  work  performed  in  these  States.  However,  as  it  is, 
these  other  books  are  accessible  in  printed  form  to  the  members  of  the 
association. 

In  reply  to  our  interrogatories  we  have  received  over  2,000  pages 
of  printed  documents  and  several  hundred  pages  of  typewritten  ma- 
terial. The  following  is  a  digest  of  the  more  important  data  pre- 
sented in  these  reports  from  the  heads  of  departments  of  the  different 
States : 

SUMMARY  OF  VALUATION  RULES  AND  METHODS  OBSERVED   IN 
DIFFERENT  STATES. 

INTEREST   DURING    CONSTRUCTION. 

In  Michigan  3  per  cent  during  the  construction  period  was  ;il lowed,  this  being 
normal  interest  charge  of  6  per  cent  for  one-half  the  time.  They  give  us 
10  information  as  to  the  normal  period  of  construction ;  but  their  table  of  values 
indicates  the  assumption  of  about  two  years  as  the  construction  period,  3  per 

being  allowed  for  one-half  of  that  time,  or  one  year. 

Minnesota  allowed  4  per  cent,  in  the  valuation  made  by  Mr.  Morgan,  during 
one-half  of  the  construction  period,  which  was  adopted  at  about  four  years, 
lowever,   the   Minnesota   Railroad   &   Warehouse   Commission,   through   their 
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attorneys,  have  objected  before  the  Supreme  Court  to  the  allowance  of  any 
interest  during  construction.  The  construction  period,  according  to  Mr.  Dwitrht 
C.  Morgan,  varied  according  to  the  mileage  from  one  to  eight  years.  Thirty -one 
million  dollars  was  allowed  for  this  item,  the  average  construction  period  being 
about  four  years. 

Kansas  does  not  state  how  much  shall  be  allowed  for  this  item.  Three  per 
cent  was  allowed  in  the  South  Dakota  appraisal  under  the  direction  of  Mr.  Witt, 
who  is  now  the  chief  engineer  for  the  Kansas  commission.  As  to  the  length  of 
the  construction  period,  Mr.  Witt  estimates  the  same  at  one  year  for  each  100 
miles,  which  is  then  supposed  to  be  placed  in  operation ;  occasionally  there  will 
be  exceptions  to  this,  he  states,  and  at  other  times  the  money  will  not  be  tied 
up  for  the  full  year.  The  allowance  for  this  item  in  the  South  Dakota  appraisal 
was  3  per  cent  on  all  the  physical  properties,  including  land,  equipment,  etc., 
for  one  year. 

Nebraska  allows  3  per  cent  on  the  entire  cost  for  the  construction  period,  and 
computes  the  same  by  allowing  65  miles  on  an  average  to  a  working  section,  and 
assuming  that  it  will  take  three  years  to  complete  a  section. 

Oklahoma  is  of  opinion  that  the  original  construction  records  should  govern. 
They  have  not  determined  what  allowance  should  be  made. 

California  is  not  entirely  decided.  Mr.  R.  A.  Thompson,  the  chief  engineer, 
states  that  they  have  in  mind  a  blanket  allowance  of  5  per  cent  for  one  year 
on  all  amounts  as  having  been  involved  in  the  construction,  adding:  "There 
may  be  some  cases,  however,  where  the  capital  invested  has  been  tied  up  in 
construction  a  longer  period  than  one  year  before  the  road  is  placed  in  regular 
operation,  and  in  such  cases  it  may  hold  that  it  is  proper  to  increase  this 
allowance." 

In  Washington,  Mr.  Gray,  their  chief  engineer,  states  that  5  per  cent  per 
annum  was  allowed  on  all  their  physical  property  for  one-half  of  the  square 
root  of  the  construction  period ;  this  period  being  computed  in  the  following 
manner :  The  total  number  of  miles  of  main  trade  divided  by  100  gives  the 
number  of  sections;  and  it  is  assumed  that  it  will  take  a  year  to  build  a 
section.  One-half  of  this  amount  is  then  used  as  that  portion  of  the  con- 
struction period,  during  which  5  per  cent  is  allowed.  Mr.  Gray  says  that  the 
construction  has  ranged  from  10  to  30  years  for  the  railroads  in  that  State. 

Massachusetts's  appraisal  of  the  New  York,  New  Haven  &  Hartford  Railroad 
allows  12  per  cent  for  "  interest  and  commissions " — this  is  on  total  cost, 
including  land,  engineering,  contingencies,  legal  and  general  expenses,  but  ex- 
cluding equipment,  making  about  9  per  cent  on  the  total  cost. 

Mr.  George  F.  Swain,  engineer  for  the  Massachusetts  Joint  Commission, 
states: 

This  item  covers  interest  on  the  capital  required  prior  to  the  opening  of  the  road.  It 
is  based  on  an  assumed  rate  of  6  per  cent  per  annum,  and  the  further  assumption  that 
it  will  take  four  years  to  complete  the  road,  making  an  average  charge  of  6  per  cent  for 
two  years  on  the  entire  cost,  including  the  present  overhead  charges,  but  not  including 
equipment,  which  would  be  the  last  thing  purchased.  This  is  the  same  figure  which  was 
used  by  Price,  Waterbouse  &  Co. 

With  reference  to  this  charge,  it  must  be  remembered  that  the  rate  of  interest  to  be 
assumed  is  not  that  which  the  New  York,  New  Haven  &  Hartford  Co.  to-day  would 
have  to  pay  for  money.  It  is,  on  the  contrary,  the  rate  which  a  new  company  intending 
to  build  a  road  would  have  to  estimate  upon.  On  this  basis,  6  per  cent  is  certainly  not 
too  high.  This  item  also  includes  the  legitimate  charges  of  marketing  the  securities,  not 
including,  however,  any  discount  on  those  securities,  except  so  much  as  may  be  the 
legitimate  commission  to  the  bankers  for  the  expense  of  marketing. 

Texas  allowed  from  5  to  6  per  cent  of  the  total  estimated  value  of  the  rail- 
roads. 
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In  the  original  appraisal  Wisconsin  allowed  3  per  cent  for  interest  during  con- 
st  ruction  (which,  together  with  organization  at  1  or  1.5  per  cent  and  con. 
tingencies  at  5.5  per  cent,  made  about  10  per  cent  for  overhead  charges).  Be- 
ginning with  the  revaluation  as  an  inventory  date,  June  30,  1910,  the  interest 
during  construction  is  still  allowed  with  organization  and  contingencies  at  10 
per  cent  on  the  total  cost,  including  realty,  equipment,  inspection,  and  general 
expenses. 

ENGINEERING. 

Minnesota  allows  2  per  cent  for  engineering  and  2  per  cent  for  superintend* 
ence,  or  4  per  cent  altogether,  on  all  items  exclusive  of  equipment,  legal,  freight 
on  construction  material,  stores  and  supplies,  contingencies,  and  interest  during 
construction. 

South  Dakota  allows  4  per  cent  for  engineering  and  superintendence,  covering 
all  items  except  equipment  and  stores  and  supplies. 

Kansas  will  pursue  the  same  policy  as  that  of  South  Dakota. 

Oklahoma  has  not  decided  this  matter,  but  will  adopt  the  figures  shown  by  the 
companies'  construction  records;  this,  they  say,  will  probably  be  from  1^  to  3: 
per  cent. 

Nebraska  allowed  about  4  per  cent  on  the  entire  reproduction  cost. 

California  has  not  yet  determined  this  item,  but  the  commission  has  in  mind 
that  3  per  cent  should  be  allowed  on  all  property  values  (including  real  estate), 
except  equipment. 

Washington  allows  3i  per  cent  for  engineering  and  superintendence. 

Michigan  allowed  4  per  cent  of  the  cost  of  reproducing  the  permanent  way 
and  structure,  but  not  the  equipment. 

Massachusetts  allowed  5  per  cent  on  total  cost,  excepting  the  laud  and  equip- 
ment, in  the  appraisal  of  the  New  York,  New  Haven  &  Hartford  Railroad. 
This  amounted  to  about  2.2  per  cent  of  the  total  cost. 

Texas  made  an  arbitrary  allowance  for  engineering  and  superintendence 
expenses  with  legal  expenses.  As.  to  the  amount  of  the  same,  Mr.  Thompson 
states: 

An  arbitrary  allowance,  usually  from  5  to  6  per  cent  of  the  total  estimated  value  of 
the  railroad,  was  made  to  cover  all  the  items  "legal  and  engineering  expenses  and  super- 
intendence." 

Wisconsin  makes  a  blanket  allowance  of  4.5  per  cent  for  engineering,  superin, 
tendance,  and  legal  expenses.  This  percentage  does  not  apply  to  equipment, 
inspection  and  general  expenses,  interest,  organization,  or  contingencies. 

CONTINGENCIES. 

California  will  probably  allow  5  per  cent  on  all  items  of  construction  and 
property. 

Kansas  has  not  determined  as  yet  what  they  will  do. 

Minnesota  allowed  5  per  cent  on  physical  plant,  equipment,  freight,  and  all 
items  entering  into  the  construction,  with  the  exception  of  stores  and  supplies 
and  interest  during  construction. 

Prof.  Cooley,  of  Michigan,  says :  "Engineers  in  making  estimates  usually 
allow  10  per  cent  on  the  average."  The  State  of  Michigan  allowed  10  per  cent 
for  contingencies  on  everything — land,  equipment,  etc. — except  on  interest  dur- 
ing construction  (3  per  cent)  and  organization  (1£  per  cent).  This  allowance  has 
aroused  considerable  criticism.  Mr.  Henry  Earle  Riggs  gives  an  extended 
defense  to  their  action  in  his  monograph  on  the  Valuation  of  Public  Service 
Property  before  the  American  Society  of  Civil  Engineers  (January,  1911).  The 
railroads  bitterly  contested  the  large  allowance  for  this  item.  The  valuation 
was  for  taxation  purposes. 
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Nebraska  allows  4  per  cent. 

Oklahoma  says  that  records  of  companies  indicate  this  item  will  run  from 
one-half  of  1  per  cent  to  2  per  cent. 

South  Dakota  allows  5$  per  cent  for  contingencies  on  all  physical  property, 
land,  equipment,  etc. 

Washington  allowed  5  per  cent  on  the  entire  physical  plant. 

Texas  did  not  make  specific  allowance  for  contingencies. 

Massachusetts,  in  the  New  York,  New  Haven  &  Hartford  Railroad  appraisal, 
allowed  5  per  cent  on  the  total  cost,  with  the  exception  of  the  laud  and 
equipment,  making  about  2  per  cent  on  the  total  value. 

Wisconsin  allowed  5.5  per  cent  for  contingencies  in  the  original  appraisal. 
See  comments  in  Wisconsin's  allowance  for  interest  during  construction. 

LEGAL   EXPENSES. 

California  states  this  percentage  will  probably  be  one-half  of  1  per  cent  on 
nil  costs  of  construction,  including  real  estate,  but  excluding  equipment. 

Kansas,  Michigan,  Minnesota,  and  South  Dakota  allowed  one-half  of  1  per 
cent. 

Nebraska  states  they  have  included  this  item  under  the  heading,  "  General 
expenditures." 

Oklahoma  says  records  of  companies  indicate  that  this  item  amounts  to  from 
one-fourth  to  one-half  of  1  per  cent. 

Washington  allowed  1$  per  cent  for  legal  and  general  expenditures. 

Massachusetts,  in  the  New  York,  New  Haven  &  Hartford  Railroad  appraisal, 
allowed  1  per  cent  on  the  total  cost,  with  the  exception  of  land  and  equipment, 
plus  2  per  cent  on  the  cost  of  the  land. 

In  Texas  an  arbitrary  allowance,  usually  from  5  to  6  per  cent  of  the  total 
estimated  value  of  the  railroad,  was  made  to  cover  the  items  legal  and  engi- 
neering expenses  and  superintendence. 

Wisconsin  makes  a  blanket  allowance  of.  4.5  per  cent  legal  expenses,  with 
engineering  and  construction.  See  comment  under  heading  "  Engineering." 

FRANCHISES. 

California  will  make  no  allowance  for  this  item  except  perhaps  under  a  gen- 
eral allowance  for  expenses,  the  commission  having  in  mind  an  allowance  of 
1$  per  cent  at  this  time. 

Minnesota  includes  this  item  under  the  caption,  "  Legal  expenses,"  both  to- 
gether not  exceeding  one-half  of  1  per  cent. 

Kansas  and  Nebraska  make  no  allowance  for  it. 

Oklahoma  is  willing  to  allow  the  actual  money  spent. 

South  Dakota  places  this  item  under  "  Other  expenditures,"  the  same  not 
exceeding  1  per  cent. 

Washington  places  the  item  under  "  Legal  expenditures." 

For  the  attitude  of  Michigan  see  the  item,  "  General  expenditures." 

In  the  Massachusetts  appra^al  of  the  New  York,  New  Haven  &  Hartford 
Railroad  Mr.  Swain  does  not  include  the  value  of  the  franchise  in  the  physical 
valuation.  However,  he  states  the  following : 

The  value  of  the  franchise  itself  may  be  large  ;  It  Is  In  some  cases  subject  to  taxation, 
and  upon  It  a  return  should  be  expected,  though  It  Is,  of  course,  outside  of  any  physical 
valuation. 

Texas's  attitude  relative  to  franchises,  as  described  by  Mr.  Thompson,  was  as 
follows : 

In  accordance  with  the  Instructions  of  the  Commission,  no  allowance  was  made  for 
franchises  of  any  kind  except  municipal  franchises,  and  in  that  case  only  where  the 
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streets  of  a  city  or  town  were  occupied  by  the  tracks  of  a  railroad  in  lieu  of  adjoining 
property.  The  value  then  applied  to  such  a  franchise  was  a  certain  percentage  of  the 
estimated  market  value  of  abutting  properties  on  each  side  of  the  street,  less  the  value 
of  the  improvements  thereon,  usually  about  33J  per  cent. 

New  Jersey  includes  the  value  of  franchises.  Mr.  Hansel  devises  a  new 
method  for  the  determination  of  franchise  values  which  will  not  be  discussed 
at  this  time.  It  must  be  borne  in  mind  that  the  New  Jersey  valuation  was  for 
taxation  purposes.  As  justification  for  considering  franchise  values  a  part  of 
railroad  properties,  the  following  passage  is  a  typical  extract  from  Mr. 
Hansel's  argument : 

We  understand  that,  although  the  business  of  a  common  carrier  is  not  of  itself  a 
franchise,  but  is  general  and  has  its  foundation  in  the  common  law,  needing  in  itself  no 
legislative  authority,  still,  a  grant  to  a  corporation  of  a  right  to  lay  out,  construct,  and 
operate  a  railroad  is  a  franchise.  *  *  * 

We  believe  that  a  railroad  corporation  under  the  constitution  and  laws  of  the  State, 
possessing  not  only  the  franchise  privilege  to  exist  as  a  corporation  but  the  right  to 
condemn  private  property  for  corporate  use,  Is  also  one  of  the  most  important  franchises, 
since  the  right  of  eminent  domain  is  a  franchise.  In  a  Pennsylvania  case  it  is  said  that 
the  ordinary  franchise  of  a  railroad  company  is,  by  virtue  of  the  sovereign  power  of 
eminent  domain,  to  condemn,  take,  and  use  lands  for  the  purpose  of  a  public  highway 
and  collect  toll  from  those  who  use  it  as  such.  So  it  is  declared  in  a  Texas  decision  that 
the  ordinary  franchises  of  a  railroad  corporation  are  the  right  to  exist  and  to  transact 
business  as  a  corporation  and  the  right  to  condemn  property  for  Its  use.  It  is  also 
said  that  exclusive  grants  for  ferries,  bridges,  and  turnpikes  are  grants  of  franchises  of 
a  public  character  appertaining  to  the  Government,  and  that  their  use  usually  requires 
the  exercise  of  eminent  domain. 

DISCOUNT   ON    STOCKS    AND   BONDS. 

California,  Kansas,  Michigan,  Texas,  Massachusetts,  Minnesota,  Nebraska, 
New  York  (first  district),  Oklahoma,  and  Washington  make  no  allowance  for 
this  item. 

Mr.  George  F.  Swain,  engineer  in  charge  of  the  appraisal  of  the  New  York, 
New  Haven  &  Hartford  Railroad,  states : 

Discount  on  securities  (except  so  much  as  may  be  the  legitimate  commissions  to  the 
bankers  to  cover  the  expense  of  marketing)  is  not  a  proper  charge  to  capital  but  Is 
simply  an  adjustment  of  Interest,  for  If  the  security  can  be  sold  at  all  the  rate  of 
interest  which  they  carry  may  be  made  such  as  they  would  sell  at  par. 

GENERAL    EXPENDITURES. 

Michigan  allowed  1$  per  cent  for  the  cost  of  promotion,  financing,  and 
general  supervision  of  construction,  together  with  general  office  expense. 

Washington  allowed  1£  per  cent  for  legal  and  general  expenditures. 

California  will  probably  allow  li  per  cent  for  organization  and  general 
expenses. 

Massachusetts,  in  the  New  York,  New  Haven  &  Hartford  Railroad  appraisal, 
allowed  1  per  cent  on  the  total  cost,  with  the  exception  of  land  and  equipment, 
plus  3  per  cent  of  the  cost  of  the  land. 

Nebraska  states  that  she  allows  Hi  per  cent  approximately  for  all  general 
expenditures,  including  interest  during  construction,  contingencies,  insurance 
on  property,  taxes  during  construction,  organization,  legal  expenses,  printing, 
postage,  etc. 

ADAPTATION   AND   SOLIDIFICATION    OF   ROADBED. 

In  Kansas  and  Oklahoma  no  allowance  is  made  for  this  item.  Mr.  Thompson, 
of  Oklahoma,  says  allowance  of  this  item  would  be  capitalizing  operating 
expenses. 

71466—13 6 


60  NATIONAL   ASSOCIATION    OF   BAIL  WAY    COMMISSIONERS. 

Michigan  nmkes  no  si  MX- i  fie  allowance,  although  Prof.  Cooley  says  it  has 
value,  but  is  usually  allowed  for  in  operating  expenses.  Mr.  Riggs  states  that 
this  item  was  partly  allowed  for  in  the  10  per  cent  item  for  contingencies.  (Pro- 
ceedings American  Society  of  Civil  Engineers,  November,  1910.)  He  also  says: 

There  can  be  no  reasonable  objection  to  adding  to  the  contract  prices  for  grading,  bal- 
lasting, etc.,  a  reasonable  amount  to  cover  not  so  much  the  seasoning  and  settling  of 
the  new  roadbed  as  the  actual  money  disbursed  in  work  on  this  new  roadbed  during  the 
first  three  or  four  years  of  operation  in  order  to  bring  it  up  to  the  proper  operating 
condition.  A  very  considerable  part  of  the  money  spent  on  "  maintenance  of  track  "  for 
the  first  few  years  after  a  new  line  is  built  is  in  reality  deferred  construction  cost. 
(The  Valuation  of  Public-Service  Property,  p.  147.) 

Minnesota,  through  her  engineer,  Mr.  Morgan,  made  a  total  allowance  for 
this  sum  amounting  to  $11,743,000,  or  over  3  per  cent  on  the  total  "  present 
value"  of  the  properties,  which  is  about  20  per  cent  of  the  cost  of  grading. 
However,  the  commission  refused  to  approve  the  item  in  its  findings.  Mr. 
Jurgenson  says  this  item  was  computed  as  follows : 

Main  line,  one  man,  at  .$1.40,  313  days,  for  4  years,  $1,752.80  per  mile. 
Branch  line,  one-half  man,  at  $1.40,  313  days,  for  4  years,  $876.40  per  mile. 

Nebraska  allows  for  adaptation  and  solidification  of  roadbed.  Mr.  Hurd 
gives  his  reasons  as  follows : 

The  item  of  adaptation  and  solidification  in  a  limited  sense  was  considered,  entered, 
and  allowed.  It  is  recognized  that  perhaps  this  item  is  of  uncertain  parentage,  not 
allowed  in  some  appraisals,  and  that  the  cost  of  the  investment  to  produce  a  seasoned 
roadway  is  provided  for  and  met  in  the  maintenance  charges  and  paid  out  of  the  opera- 
tion expenses.  Even  granting  this  to  be  true,  our  principal  problem  is  a  call  for  value  of 
the  property,  and  the  seasoned  roadway  without  argument  presents  an  element  of  value 
not  attributable  to  the  entirely  new  construction.  Seme  recent  well-known  illustrations 
of  fact  have  occurred  establishing  an  average  expectant  time  for  the  seasoning  of  a 
roadbed  sufficient  for  complete  operation  purposes,  and  the  same  points  to  about  three 
.years'  time.  The  interpretation  of  this  term  as  used  here  is  to  add  to  the  normal  main- 
tenance cost  of  a  solidified  roadway  over  three  years  of  age  the  unusual  upkeep  expense 
of  the  track,  together  with  the  wastage  and  subsidence  of  the  earthwork.  Again,  reach- 
ing back  into  history  and  considering  the  question  of  original  costs,  no  items  of  account- 
Ing  have  appeared  until  very  recently  providing  for  this  item  of  value,  and  as  a  matter 
of  equity  it  seems  proper  that  the  property  should  have  credit  in  reasonable  amount  for 
the  solidification  of  a  roadway  sufficient  for  the  purposes  demanded.  It  thus  really 
amounts  to  a  construction  cost  or  capital  investment  extending  into  the  operating  period 
an  average  of  three  years.  This  time,  of  course,  is  an  average  and  may  not  apply 
accurately  to  any  certain  property.  It  may  be  further  noted  that  in  some  other  States 
interested  in  like  appraisals  no  separate  item  of  this  nature  appeared,  but  there  was 
proper  provision  for  such  value  both  recommended  and  allowed  in  the  item  of  grading. 
In  Nebraska  for  the  1909  appraisal  there  was  allowed  from  $312  per  year  to  $160  per 
year  per  mile  of  roadway,  and  additional  for  additional  trackage,  for  the  upkeep  above 
the  ordinary  maintenance  of  track,  while  there  was  likewise  added  to  the  cost  of  grad- 
ing from  2  to  10  per  cent,  dependent  upon  conditions,  and  for  the  purpose  of  covering 
the  expense  as  set  out  by  the  item. 

South  Dakota  makes  no  allowance  for  this  item,  stating  it  is  properly  charge- 
able to  maintenance,  just  as  worn-out  ties  are  cared  for ;  suggesting  that  road- 
bed might  be  allowed  for  at  100  per  cent. 

Washington  allows  for  adaptation  and  solidification  at  "  10  per  cent  of  the 
cost  of  reproducing  the  grade." 

In  California  no  allowance  will  be  made  for  this  item  in  the  estimates  of 
reproduction  value.  However,  in  the  estimates  of  present  value  this  factor  will 
appear  as  a  percentage  of  reproduction  value  or  as  an  arbitrary  allowance 
made  to  cover  maintenance  of  roadbed  for  a  short  period.  This  percentage 
has  not  been  determined  as  yet. 

Massachusetts,  in  the  New  York,  New  Haven  &  Hartford  Railroad  appraisal, 
allowed  $500  per  mile,  being  about  2.6  per  cent  on  the  cost  of  grading  and  about 
0.4  of  1  per  cent  on  the  total  cost  of  road  and  structures. 


PROCEEDINGS   OF    THE   CONVENTION.  61 

For  the  opinion  of  Texas  in  relation  to. this  item  see  note  as  to  depreciation. 

In  New  Jersey  Mr.  Hansel  clearly  recognized  the  item  "  Solidification  and 
adaptation  of  roadbed  "  as  an  element  of  cost  and  that  it  must  be  provided  for. 
He  says,  however: 

The  railroad  company  is  entitled  to  claim  this  cost  as  a  part  of  their  investment.  We 
have  no  means  of  determining  the  amount  of  solidification  or  settlement,  even  approxi- 
mately, and  have  not,  therefore,  attempted  to  fix  any  definite  unit  of  values  for  same. 

No  allowace  is  made  for  the  cost  of  solidification  and  adaptation  of  roadbed, 
as  such  has  been  allowed  by  the  Wisconsin  commission. 

UNIT  PBICES. 

We  find  it  generally  customary  amongst  the  different  States  to  make  com- 
pilations of  unit  prices  over  a  period  of  years,  varying  from  one  to  five,  in  order 
to  remove  the  possible  effect  of  extreme  prices  at  one  time.  The  effect  of  the 
adoption  of  a  period  of  one  year,  as  compared  to  three  or  five,  depends  wholly 
upon  the  character  of  that  particular  year.  It  would  seem  better  policy  to 
cover  the  longer  period  of  time. 

There  are  one  or  two  exceptions  to  what  we  have  stated.  Texas  and  Wash- 
ington, for  instance,  used  current  market  prices. 

We  have  been  unable  to  frame  a  satisfactory  analysis  of  the  varying  methods 
as  to  this  item.  This  should  be  done. 

LAND  VALUES. 

The  problem  relative  to  the  determination  of  proper  land  values  is  twofold : 
First,  what  methods  shall  be  adopted  in  finding  the  actual  present  value  of  the 
adjoining  land;  and,  second,  shall  a  multiple  be  applied  to  this  present  value, 
and  if  so,  how  much  of  a  multiple? 

After  a  person  has  found  the  actual  present  value  of  adjoining  land,  it  is 
claimed  that  a  sum  must  be  added  to  represent  what  it  would  cost  the  railroad 
to  secure  that  land  for  railroad  purposes.  This  includes  the  severance  damages, 
removal  of  buildings,  etc.  There  are  some  States  which  claim  that  this  multiple 
of  the  real  value  should  not  be  used,  because  where  the  railroad  company  is 
building  through  territory  in  which  the  railroad  is  actually  needed  (and  this  is 
true,  of  course,  of  the  great  bulk  of  the  railroad  mileage  which  has  been  con- 
structed in  the  United  States),  the  company  is  not  generally  required  to  paj 
any  multiple  or  severance  damage.  On  the  other  hand,  it  is  claimed  that  actual 
sales  demonstrate  that  the  companies  do  in  fact  make  such  payments. 

Mr.  R.  A.  Thompson,  chief  engineer  of  the  California  commission,  and 
formerly  engineer  for  the  Texas  commission,  says: 

The  practice  of  the  Texas  commission  has  been  to  add  from  25  to  50  per  cent.  The 
conditions  under  which  railroads  were  built  in  Michigan,  Wisconsin,  Iowa,  and  Minne- 
sota can  not  have  been  radically  different  from  those  in  the  Southern  and  Western  States, 
lu  Texas  it  has  been  a  rare  instance  when  a  railroad  has  had  to  purchase  all  of  its  right 
of  way.  Also  contiguous  lands  have  greatly  increased  in  value  since  the  advent  of  the 
railroads.  It  would  appear  highly  Illogical  to  advocate  that  these  increased  values  should 
be  multiplied  by  3 — or  even  1J — and  used  as  a  basis  for  taxing  the  railroads  on  the  one 
hand,  or  taxing  the  public  on  the  other,  by  permitting  indebtedness  to  be  issued  against 
it — the  interest  on  which  the  latter  must  pay.  The  railroad  recently  constructed  by  the 
writer  traversed  fertile  and  thickly  populated  areas,  already  quite  well  served  with  trans- 
portation facilities.  Only  a  small  fraction  of  the  necessary  real  estate  was  purchased 
by  the  railroad  company,  and  only  in  a  few  cases  of  such  purchase  did  it  pay  largely  in 
excess  of  the  market  value  of  the  land — and  these  were  where  the  road  interfered  with 
houses  and  other  farm  improvements.  (Proceedings  American  Society  of  Civil  Engineers, 
January,  1911.) 
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The  Minnesota  commission  1s  opposed  to  the  application  of  any  multiple. 

Prof.  Henry  C.  Adams,  of  Michigan,  suggests  reproduction  cost  should  not  be 
applied  to  land;  that  "cost  of  reproduction  ought  to  be  confined  to  things  that 
can  be  reproduced,  and  not,  therefore,  applied  to  real  estate." 

Oklahoma  believes  no  multiple  whatever  should  be  used.  During  the  past  six 
months  190  miles  of  railroad  have  been  built  in  Oklahoma,  for  which  the  cost 
of  the  right  of  way  and  station  grounds  is  less  than  the  market  value  of  ad- 
jacent land.  However,  the  commission  agrees  that  some  severance  damage 
should  be  given  where  actual  payments  have  been  made,  and  then  only. 

Tennessee  makes  no  allowance  for  multiple  or  severance  damages. 

Amongst  those  States  where  multiples  have  been  used  there  is  considerable 
confusion  as  to  the  figure  adopted. 

Mr.  Witt  says  that  at  the  present  time  he  finds  the  multiple  in  Kansas  and 
South  Dakota  to  range  from  2  to  5,  the  average  being  about  3  outside  of  towns. 
In  South  Dakota  Mr.  Witt  adopted  as  an  average  a  multiple  of  1\. 

Mr.  Witt  says  in  a  later  communication  to  the  committee:  "  I  would  not  have 
it  considered  for  a  minute  that  I  advocate  the  use  of  the  multiple  for  rate- 
making  purposes.  I  will  be  very  glad  to  be  able  to  avoid  the  use  of  multiples 
in  appraisal  work,  but  under  the  present  system  of  estimating  the  cost  of  repro- 
ducing new  I  do  not  see  how  it  can  be  avoided." 

In  Nebraska  Mr.  Hurd,  by  adopting  precisely  the  same  methods  as  Mr.  Witt. 
In  precisely  the  same  kind  of  territory,  secures  an  entirely  different  result.  He 
says: 

To  determine  the  market  value,  a  combination  of  sales  method,  together  with  opinions 
of  local  persons  well  versed  In  real  estate  values,  and  a  comparative  assessment  value, 
was  used  altogether,  in  combination  with  a  careful  local  inspection  of  the  land  In  ques- 
tion. The  resultant  obtained  here  for  rural  rights  of  way  added  a  minimum  to  the 
market  value  for  severance  of  50  per  cent  and  a  maximum  of  225  per  cent ;  while  the 
same  for  town  property  added  a  minimum  of  25  per  cent  and  a  maximum  of  100  per  cent 

The  California  commission  will  adopt  a  multiple  equivalent  to  the  ratio  or 
multiple  existing  to-day  between  the  present  market  value  of  different  classes 
of  land  and  its  costs  for  railroad  purposes  as  determined  from  sales  during  the 
past  few  years.  * 

The  California  commission  states  that  in  determining  the  niarket  value  of 
tend  they  will  not  take  into  consideration  dwellings,  barns,  orchards,  etc.,  which 
may  now  be  there,  but  will  ascertain  the  market  value  of  such  land  exclusive  of 
such  improvements. 

In  Washington  Mr.  Gray  states  that  he  used  a  multiple  of  about  2i,  on  an 
average,  on  rural  property.  In  the  case  of  terminal  grounds  purchased  in  large 
tracts  no  multiple  was  used.  Different  tracts  were  considered  separately. 

The  task  of  ascertaining  actual  values  of  adjoining  land  is  a  very  delicate 
proposition.  As  stated  elsewhere,  Prof.  Adams,  in  carefully  testing  the  work 
of  one  expert  engineer,  found  that  the  engineer  had  given  a  value  to  the 
right  of  way  four  times  higher  than  was  warranted  by  the  sales.  The  sales 
method  is  being  used  very  extensively  by  the  different  States.  It  is  under- 
taken by  this  method  to  find  out  the  actual  consideration  paid  in  bona  fide 
transactions  during  recent  years  for  adjoining  tracts  of  land.  In  one  State, 
for  instance,  they  took  all  actual  transfers  for  3  miles  each  side  of  the  center 
of  the  track,  covering  four  years'  time. 

In  Oklahoma  the  following  method  is  used:  First,  the  railroads  are 
required  to  report  regularly  the  actual  cost  of  all  land  purchased.  Assessments 
exclusive  of  permanent  improvements  are  required  by  the  State.  These  are 
entered  on  a  plat  kept  by  the  commission.  All  transfers  during  the  last  five 
years  will  be  entered  on  this  plat  by  the  commission.  This  information  will 
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be  given  to  three  disinterested  appraisers  that  are  familiar  with  costs — 
preferably  to  persons  that  have  purchased  land  for  railroad  purposes.  The 
report  of  the  appraisers,  of  the  purchase  prices,  and  the  assessed  values  will 
be  tabulated  and  used  by  the  commission  to  determine  fair  present  value. 

Michigan  allowed  mutiples  of  land  values  varying  considerably  in  different 
localities.  • 

Mr.  Hansel  adopted  no  multiples  in  the  laud  values  for  the  New  Jersey 
appraisal.  He  presents  the  following  argument  in  support  of  his  position: 

Land. — No  per  cent  has  been  added  to  the  value  of  lands  in  excess  of  the  value  in 
exchange  for  money,  as  near  as  such  value  can  be  determined  by  the  exchange  price  of 
lands  adjoining  the  lands  of  the  railroad  in  each  particular  taxing  district,  and  at  each 
particular  point  where  such  lands  adjoin  railroad  lands.  The  cost  of  acquiring  the  land 
has  not  been  taken  into  consideration,  as  has  been  frequently  done  by  other  States  which 
have  attempted  to  determine  the  value  of  the  physical  property  of  railroads,  excepting 
that  administration  and  interest  at  7  per  cent  has  been  added  to  land  in  main  stem.  It  is 
generally  conceded  that  a  railroad  seeking  to  acquire  rights  of  way  through  a  village, 
town,  or  city,  or.  through  a  well-improved  and  highly  developed  farming  section  must  pay, 
for  the  land  necessary  for  the  right  of  way,  a  sum  considerably  in  excess  of  the  rate  of  the 
going  price  of  the  property  they  desire  to  acquire ;  and,  in  many  cases,  where  a  community 
is  in  great  need  of  railway  facilities,  the  cost  of  acquiring  the  land  is  considerably 
below  the  value  of  the  adjoining  lands. 

Records  of  sale. — There  are,  of  course,  isolated  examples  of  the  sale  and  transfer  of 
land,  but  these  transfers  are  so  infrequent  and  the  actual  purchase  price  so  difficult 
to  determine  that  it  is  not  considered  wise  to  measure  the  greater  quantities  by  the 
lesser. 

Value  and  use. — The  law  tells  us  to  eliminate  from  our  consideration  the  purpose  to 
which  the  land  is  applied.  Therefore  we  have  valued  the  land  stripped  of  all  improve- 
ments as  a  piece  of  naked  land,  in  the  open  market,  for  any  reasonable  purpose  to 
which  it  may  be  applied.  The  presence  of  a  railroad,  with  its  embankments,  permanent 
way  and  structures,  and  the  operation  of  traffic  over  same,  may  depreciate  or  appre- 
ciate the  value  of  the  adjoining  lands ;  consequently,  the  "  true  value "  is  so  closely 
interwoven  with  the  value  for  a  specific  purpose  that  it  is  difficult  to  determine 
whether  the  value  of  the  adjoining  lands  would  be  enhanced  or  depreciated  by  the 
absence  of  the  railroad,  with  its  embankments,  and  the  operation  of  trains  over  same. 

Lands  acquired  long  since. — The  majority  of  these  terminal  lands  were  acquired  at 
an  early  date,  and  a  vast  amount  of  material  has  been  required  to  bring  the  surfaces 
of  the  lands  to  the  present  elevation  and  state.  The  depth  of  water  in  the  Hudson 
River  in  front  of  water-front  lands  is  a  material  factor  in  considering  the  value  of 
terminal  lands.  The  area  of  fast  land,  its  form  and  general  dimensions,  location  north 
and  south,  and  possibilities  of  pier  developments,  are  all  important  elements  in 
determining  values. 

During  the  discussion  of  the  question  of  land  values  at  a  session  of  the  State  board 
of  assessors,  on  July  25,  1911,  one  argument  advanced  was  that  cost  of  reproduction 
was  the  only  "  yardstick  "  -to  use  in  measuring  the  true  value  of  railroad  lands,  and 
that  the  railroad  terminal  lands  on  the  Hudson  River  from  the  Central  Railroad  of 
New  Jersey  terminal  to  the  Delaware,  Lackawanna  &  Western  terminal,  both  inclusive, 
were  of  equal  value,  acre  for  acre. 

This  argument  was  advanced  without  any  precise  knowledge  of  the  total  acres  in  any 
one  of  these  several  terminal  tracts,  nor  of  how  much  of  the  acreage  was  fast  land,  land 
to  the  bulkhead  line,  or  land  lying  between  the  bulkhead  line  and  the  exterior  line  for 
piers ;  nor  was  the  shape  or  extent  of  the  various  plats  considered  in  the  statement. 

Cost  of  reproduction  not  applied  to  land. — The  writer  can  not  agree  with  this  opinion 
that  cost  of  reproduction  as  applied  to  land  areas — especially  under  the  conditions  attend- 
ant upon  the  development  of  large  terminal  tracts  on  the  Hudson  River — is  a  true 
measure  of  true  value  under  the  laws  of  the  State  as  interpreted  by  its  highest  court: 

"  Values  are  not  necessarily  large  where  the  cost  of  reproduction  would  be  heavy, 
while  values  may  be  great  where  the  cost  of  reproduction  would  be  relatively  small." 

The  cost  of  reproduction  as  applied  to  the  improvements  made  upon  the  land,  the 
permanent  way,  bridges,  buildings,  structures,  etc.,  is  quite  another  matter,  for  the 
reason  that  the  railroad  company  could  have  made  these  same  developments  elsewhere. 
But  the  particular  land  needed  for  the  right  of  way,  etc.,  was  fixed  by  the  route  or  align- 
ment ;  and,  after  the  route  had  been  determined,  the  particular  land  required  was  flxefl 
and  there  was  little,  if  any,  opportunity  for  bargain  and  sale ;  and  the  cost  to  reproduce 
a  similar  plat,  in  a  similar  locality,  would,  in  most  cases — in  villages,  towns,  and  cities — 
be  accompanied  by  expensive  and  tedious  condemnation  proceedings,  and  would  cost  many 
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times  the  going  or  uinrket  value  of  the  same  property  in  the  general  business  of  pur- 
chase   and    sale. 

Attention  is  again  directed  to  the  latest  utterances  of  our  highest  court.  Mr.  Justice 
Garrison  says : 

"  The  State  board  of  assessors  is  required  to  value  such  property  at  the  value  it  has 
In  exchange  for  money  as  shown  by  the  testimony." 

Mr.  Justice  Brewer  says : 

"  Now,  it  is  a  cardinal  rule,  which  should  never  be  forgotten,  that  whatever  property 
is  worth  for  the  purpose  of  income  and  sale  it  is  also  worth  for  the  purposes  of  taxa- 
tion." 

Assuming,  for  the  moment,  that  cost  of  reproduction  should  be  the  yardstick  for 
measuring  the  value  of  lands  for  railroad  use,  is  it  still  true  that  the  values  of  the 
various  terminals  on  the  Hudson  River  are  the  same,  acre  for  acre? 

This  seems  illogical,  for  it  is  manifest  that  we  could  not  purchase  a  plat  of  ground 
equal  in  area  and  general  dimensions  to  the  Delaware,  Lackawanna  &  Western  land, 
having  its  center  at  Exchange  Place,  Jersey  City,  for  a  sum  less  than  many  times  the 
cost  to  produce  it  near  its  actual  location.  But  there  is  no  reason  to  assume  that,  for 
railroad  purposes,  at  least,  the  land  comprised  within  the  boundaries  of  the  terminals  of 
the  Delaware,  Lackawanna  &  Western  Railroad  in  Hoboken  and  Jersey  Qity  is  not  quite 
as  valuable  for  its  purpose  as  if  it  were  farther  down  the  shore.  At  least,  it  may  be 
truly  said,  without  probable  contradiction,  that  the  value  of  the  plat,  if  produced  near 
Exchange  Place,  would  not  be  augmented  to  the  extent  of  the  actual  increased  cost  to 
produce  it  there. 

The  cost  to  produce  the  plot  occupied  by  the  Delaware,  Lackawanna  &  Western  Rail- 
road terminals  was  probably  augmented  by  the  need,  on  the  part  of  the  railroad,  of  a 
large  tract ;  and  it  is  not  at  all  certain  that  the  naked  land  comprised  in  this  area  would 
find  a  purchaser,  if  put  upon  the  market  in  its  entirety,  at  a  price  equal  to  the  original 
cost  to  acquire  and  grade  to  its  present  surface.  *  *  * 

Commissioner  Maltbie,  speaking  for  the  Public  Service  Commission  of  New  York,  first 
district,  which  had  before  it  the  determination  of  the  value  of  the  property  of  the  Queens 
Borough  Gas  &  Electric  Co.,  summarized  the  estimate  of  the  value  of  the  gas  and  elec- 
tric properties  by  determining  the  cost  of  production  of  same  other  than  land.  From 
this  amount  he  deducted  depreciation,  and  to  the  sum  so  obtained  added  the  present 
value  of  the  land.  He  thus  determined  the  value  of  the  whole  plant,  not  by  taking  the 
cost  of  reproduction  of  the  whole  plant,  but  by  assuming  the  buildings  and  structures 
at  present  cost  to  reproduce,  he  allowed  a  reasonable  depreciation,  and  then  to  this  sum 
added  the  present  value  of  the  land.  The  fair  value  of  the  land  was  fixed  below  what 
the  "  highest  estimate  a  real-estate  broker  thinks  might  be  obtained  for  the  land  itself  " ; 
"  for  if  the  land  is  appraised  on  this  basis  and  the  buildings  on  a  use-value  basis,  in- 
stead of  a  scrap-value  basis,  there  would  be  duplication  and  inconsistency."  Land  dif- 
fers from  most  property  in  that  it  generally  appreciates  in  value,  and  the  question  has 
been  frequently  raised  whether  land  should  be  included  in  true  value  in  rate  cases  at  its 
original  cost  or  at  its  estimated  value  at  the  time  the  rate  is  fixed. 

Multiple  for  land  values. — The  use  of  a  multiple  to  determine  the  cost  of  reproduction 
of  land  owned  by  railroad  companies  and  necessary  for  the  permanent  way,  we  think, 
quite  proper  if  we  are  directly  and  specifically  required  tq  determine  the  cost  of  re- 
producing the  land,  for,  in  many  instances,  the  acquisition  of  a  certain,  definite  piece  of 
land  necessary  for  the  construction  of  a  line  of  railroad  requires  the  expenditure  of 
many  times  the  going  price  of  the  contiguous  land.  The  large  value  of  the  tidewater 
terminal  lands  has  been  due  to  the  growth  of  the  community,  and  not  necessarily  on 
account  of  force  purchase  for  the  imperative  needs  of  the  railroads.  This  increased  value 
is,  therefore,  in  the  nature  of  an  increased  increment. 

Mr.  Justice  Peckham  says,  in  his  opinion  of  the  case,  Wilcox  v.  Consolidated  Gas  Co. 
(212  U.  S.),  decided  January  4,  1909: 

.  "  If  the  property,  which  legally  enters  into  the  consideration  of  rates,  has  increased  in 
value  since  it  was  acquired,  the  company  is  entitled  to  the  benefit  of  such  increase. 

"  This  is,  at  any  rate,  the  general  rule.  We  do  not  say  there  may  not  possibly  be  an 
exception  to  it,  where  the  property  may  have  increased  so  enormously  in  value  as  to  ren- 
der a  rate  permitting  a  reasonable  return  upon  such  increased  valuation  as  to  render  a 
rate  unjust  to  the  public." 

The  tidewater  terminal  lands  have  been  acquired  gradually  as  the  growth  of  the  com- 
munity and  the  increased  business  of  the  railroads  made  necessary,  and  any  increment  in 
value  should  properly  be  accredited  for  the  same  reason  that  depreciation  of  buildings, 
structures,  and  equipment  is  a  charge  against  operation. 

A  new  railroad  seeking  a  large  tidewater  terminal  in  Jersey  City  or  Hoboken  would 
likely  be  required  to  pay  a  much  larger  sum  than  the  present  terminal  lands  have  cost 
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plus  the  Increment  in  value  of  such  lands.  This  large  increased  cost  would  be  in  the 
nature  of  forced  purchase  and  abuttal  damages.  The  true  value  of  the  land  so  acquired 
could  not  be  determined  by  such  forced  purchase  and  payment  for  abuttal  damages ;  nor 
would  the  value  of  the  railroad  acquiring  such  terminals  under  such  conditions  be  en- 
hanced by  the  measure  of  such  increased  cost,  as  it  would  be  in  competition  with  the 
existing  railroads,  which  had  acquired  terminals  at  a  much  lower  cost.  No  addition  to 
the  rates  for  service  could  be  made  on  account  of  the  added  cost  of  acquisition,  but  in- 
stead the  fixed  charges  would  be  increased  and  the  net  surplus  decreased,  and  it  is 
likely  that  this  additional  cost  would  be  charged  off  to  profit  and  loss. 

In  Wisconsin  the  method  used  in  determining  a  market  value  for  railroad 
lands  running  through  a  farming  section  is  briefly  as  follows :  Obtain  the  assessed 
value  per  acre  of  lands  similar  to  the  railroad  right  of  way  and  divide  by  a 
factor  representing  the  ratio  of  the  assessed  value  of  the  lands  to  the  true 
market  value.  This  factor  is  computed  from  records  of  real  estate  sales  and  is 
designated  as  the  assessment  ratio.  In  cases,  as  for  instance,  in  a  narrow 
valley,  where  very  little  of  the  land  adjoining  the  right  of  way  has  the  same 
value,  special  care  is  taken  to  choose  the  assessments  on  land  similar  to  the 
railroad  strip.  The  method  used  for  cities  is  practically  the  same,  except  that 
the  assessment  is  examined  for  discrepancies  and  the  railroad  line  is  inspected 
in  order  to  determine  more  accurately  just  what  lands  are  similar  to  the  rail- 
road right  of  way.  (See  paper  on  Land  Valuation,  by  Jerrard.) 

An  allowance  is  made  to  cover  severance  charges,  damages,  and  other  elements  entering 
into  the  cost  of  acquiring  land  for  railroad  purposes.  A  multiple  of  li  has  usually  been 
applied  to  the  market  value  of  railroad  lands  in  cities,  and  in  rural  districts  a  multiple 
of  2J  and  3  has  been  used  for  this  purpose.  These  multiples  are  based  on  investigations 
of  actual  conditions  governing  the  purchase  of  right  of  way  in  Wisconsin  and  other 
States. 

The  records  of  real  estate  values  in  this  State  have  been  gathered  and  compiled  since 
1900  by  the  Wisconsin  Tax  Commission  for  their  use  in  equalizing  assessments  between 
all  cities,  villages,  and  towns  in  the  State.  They  have  men  continually  employed  in  the 
work  who  visit  each  county  periodically,  list  all  recorded  sales,  and,  through  interviews 
with  bankers,  notaries,  real  estate  men,  etc.,  verify  all  considerations  stated  in  deeds  and 
determine  the  sale  price  where  the  considerations  are  not  stated.  The  assessments  on 
property  conveyed  are  also  obtained  and  the  assessment  ratio  computed.  These  sales 
records,  together  with  the  assessment  ratios  for  every  district  in  the  State,  are  available 
at  all  times  for  use  in  land-valuation  work. 

The  multiple  mentioned  in  the  answer  to  interrogatory  10  is  intended  to  cover  all 
expenses  Incident  to  acquiring  right  of  way,  including  damages  to  buildings  on  abutting 
lands. 

INTANGIBLE   VALUES. 

There  has  been  much  discussion  from  time  to  time  on  the  problem  as  to 
whether  certain  intangible  values  should  be  included  in  the  fair  value  of  rail- 
road properties.  Without  even  attempting  to  discuss  the  merits  of  the  propo- 
sition, we  will  here  briefly  outline  the  attitude  of  the  States  which  have 
answered  the  interrogatories  of  this  committee : 

The  California  commission  states  that  they  will  make  no  allowance  whatever 
for  commercial  or  intangible  values.  Going  value  will  not  be  allowed  for; 
neither  will  good  will.  Franchise  value  will  not  be  included  in  the  appraise- 
ment, nor  the  cost  of  securing  business.  Development  cost  will  not  be  allowed 
for,  except  as  included  under  the  heading,  "  Interest  during  construction." 

Mr.  Witt,  chief  engineer  for  the  Kansas  commission,  says : 

It  would  appear  that  to  allow  a  per  cent  on  the  cost  to  reproduce,  such  as  any  well- 
secured  investment  would  bring,  and  to  base  the  rest  of  the  return  upon  other  factors, 
such  as  managerial  brains,  strategic  location,  going  value,  early  years  of  unproductive- 
ness, organization,  local  conditions,  etc.,  allowing  a  stated  amount  or  per  cent  for  each, 
and  making  an  investigation  to  determine  this  amount  (which,  of  course,  would  vary 
for  each  case  and,  perhaps,  for  each  year),  would  be  a  more  scientific  way  of  determining 
a  reasonable  rate. 
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However.  110  allowance  was  made  in  Kansas  or  South  Dakota,  under  Mr. 
Witt's  superintendence,  for  going  value,  good  will,  development  cost,  franchise 
value,  cost  of  securing  business,  obtaining  franchises,  or  lack  of  early  profits. 

Minnesota  allows  for  no  intangible  values. 

Mr.  Hurd,  the  chief  engineer  for  the  Nebraska  commission,  informs  us  that 
"no  intangible  values  of  any  kind  or  nature  have  yet  been  formally  affixed  to 
the  reproduction  cost."  However,  he  adds  that  the  total  intangible  expenditures 
estimated  for  Nebraska  amount  to  practically  40.4  per  cent  of  the  physical 
value,  which  is  to  be  added  to  the  said  physical  value.  For  instance,  if  the 
physical  appraisement  amounts  to  $50,000  per  mile,  the  total  cost,  including  all 
intangibles,  would  be  $70,234  per  mile  of  roadway.  Should  the  item  of  defi- 
ciency during  early  operation  period  be  deducted,  the  result  would  be  32.1  per 
cent.  In  the  illustration  just  given,  if  $50,000  was  the  physical  appraisal  per 
mile  and  the  early  deficiency  were  deducted,  the  cost  per  mile  of  roadway  would 
be  $66,050.80.  Intangible  values,  according  to  Mr.  Hurd,  include  the  following : 

Reconnolssance  to  determine  location  and  business ;  organization  charges  not  Included 
In  physical ;  placing  of  property  In  a  going  order ;  administration  of  business  affairs ; 
discounts  and  brokerage,  and  which  may  be  further  called  risk  of  capital  and  promo- 
tion profit ;  working  capital  in  addition  to  stores  and  supplies ;  franchise  and  occupation ; 
and  deficiency  in  operation. 

Oklahoma  will  make  no  allowance  for  intangible  values,  nor  for  good  will, 
value,  cost  of  securing  business,  or  for  intangible  or  commercial  value  traceable 
to  the  extraordinarily  high  efficiency  attained  as  compared  to  the  average  prop- 
erty. Allowance  will  be  made  for  franchises  according  to  the  actual  amount 
expended  in  securing  the  same.  As  to  development  cost,  the  Oklahoma  commis- 
sion has  not  reached  a  conclusion.  Mr.  Thompson,  their  chief  engineer,  thinks 
it  should  be  allowed.  However,  he  adds  that  it  should  be  offset  by  subsequent 
surplus  over  reasonable  returns,  making  proper  allowance  for  mistakes,  waste- 
fulness, and  mismanagement. 

Tennessee  makes  allowance  for  intangible  values,  considering  them  as  a 
whole,  though  chief  attention  is  given  to  original  cost,  stocks  and  bonds,  an<l 
earning  value. 

Mr.  Gray,  chief  engineer  of  the  Washington  commission,  says  that  in  addi- 
tion to  the  actual  cost  of  reproduction,  original  cost,  depreciated  value,  etc.,  the 
commission  took  into  account  the  volume  of  business,  strategic  value  of  location, 
and  all  other  matters  which  might  affect  the  value : 

Fixing  the  value  then  became  altogether  a  question  cf  judgment,  and  no  mathematical 
derivation  was  attempted.  While  the  intention  was  to  provide  for  such  Questionable 
items  as  going  value,  yet  the  values  as  finally  fixed  did  not  depart  greatly  from  the 
estimated  cost  of  reproduction,  except  in  one  instance ;  and  it  is  not  at  all  possible  to 
say  at  this  time  how  much  consideration  was  really  given  to  such  matters. 

Michigan  made  no  specific  answer  to  this  question,  but  the  work  of  Prof. 
Adams  on  this  subject  is  too  well  known  to  justify  discussion.  It  must  be 
remembered  in  this  connection  that  the  valuation  in  Michigan  was  for  taxation 
purposes.  The  amount  allowed  in  1900  as  the  "  total  value  of  nonphysical  ele- 
ments" was  $35,814,043,  or  about  17  per  cent  of  the  entire  present  value. 

Commissioner  Maltbie,  of  New  York,  states  that  in  fixing  rates  allowance  will 
be  made  for  the  "  intangible  or  commercial  value  of  the  railroads,  traceable  to 
the  extraordinarily  high  efficiency  attained,  as  compared  to  the  average  prop- 
erty ;"  but  that  is  not  allowed  in  determining  the  value  of  the  property. 

WORKING    CAPITAL. 

California  will  make  no  allowance  for  this  item  except  for  stores  and  supplies 
on  hand,  their  use  being  necessary  and  intended  for  the  operation  and  main- 
tenance of  the  road,  etc. 
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Kansas  will  make  no  allowance  for  working  capital. 

South  Dakota  made  no  allowance  for  working  capital,  except  for  stores  and 
supplies. 

Minnesota  will  make  no  allowance  for  working  capital,  except  as  shown  by 
the  stores  and  supplies  that  are  requisite. 

In  Mr.  Kurd's  reply  relative  to  allowance  for  intangible  values  it  will  be 
noted  that  he  included  the  item,  "  Working  capital,"  while  none  of  the  other 
States  interpreted  the  phrase,  "intangible  values,"  as  including  working  capital. 

Nebraska  allowed  for  working  capital  in  so  far  as  it  was  represented  in  the 
stores  and  supplies  necessary  for  the  operation  of  the  property,  apportioned  to 
the  State  of  Nebraska  on  a  locomotive  car-mile  basis.  It  is  Mr.  Kurd's  judgment 
that  the  average  for  the  railroads  seems  to  be  about  1.9  per  cent  of  the  total 
valuation.  He  states  that  one  of  the  important  properties  appraised  in  Ne- 
braska possessed  $940  worth  of  stores  and  supplies  per  mile  of  roadway,  and 
further  that  they  held  $1,000  per  mile  additional  thereto  in  their  working 
account,  making  a  total  of  $1,940  per  mile.  Another  large  property  in  the  same 
State  very  nearly  doubled  those  figures,  both  for  the  stores  and  supplies  and 
for  the  additional  working  capital,  and  seemed  to  offer  good  reasons  for  the 
use  of  the  same. 

Oklahoma  will  prorate  the  stores  and  supplies  in  accordance  with  the  car 
and  engine  mileage. 

In  Washington  working  capital  will  be  allowed  for  in  the  valuation  at  the 
present  time.  Originally,  however,  no  allowance  was  made  for  this  item, 
except  in  so  far  as  it  was  represented  by  the  value  of  the  stores  and  supplies 
on  hand. 

Michigan  made  no  allowance  for  "working  capital."    Mr.  Riggs  says: 

It  would  appear  to  have  no  place  in  a  physical  appraisal.  Although  the  items  of  cash, 
stores,  and  supplies  were  shown  in  the  Michigan  appraisal,  they  did  not  appear  as  part 
of  the  physical  value,  nor  were  they  taken  into  account  in  computing  intangible  value, 
but  being  taxable  property,  they  were  reported  separately.  (The  Valuation  of  Public 
Service  Property,  p.  145.) 

In  the  Michigan  appraisal  of  1900,  $1,474,829  was  allowed  for  stores  and  sup- 
plies. This  amounted  to  a  little  over  one-half  of  1  per  cent  of  the  total  value, 
and  was  not  included  under  the  caption  of  "Cost  of  construction  and  equipment." 

The  Public  Service  Commission  for  the  first  district  of  New  York  has  made 
allowances  for  working  capital,  including  stores  and  supplies,  and  in  addition 
thereto,  but  these  items  are  not  included  in  the  appraisal  of  tangible  property. 

As  to  the  allowance  for  working  capital  made  by  the  Wisconsin  commission, 
reference  is  given  to  the  case  of  State  Journal  v.  Madison  Gas  &  Electric  Co.. 
pages  550  and  554. 

UNEARNED   INCBEMENT. 

Most  of  the  States  have  allowed  for  unearned  increment  in  the  finding  of  land 
values.    By  the  sales  method  this  factor  is  necessarily  included. 
Mr.  Thompson,  of  California,  states  as  follows: 

It  is  proposed  that  due  allowance  be  made  for  increases  in  the  value  of  right  of  way,, 
proportional  to  such  increases  as  may  have  been  experienced  by  adjoining  property. 
Thus  the  valuations  will  reflect,  and  to  this  extent  the  railroads  will  properly  participate 
in,  the  general  prosperity  of  the  country. 

Mr.  Witt,  of  Kansas,  approves  the  allowance  for  unearned  increment,  but 
thinks  it  should  not  be  allowed  on  severance  damages ;  in  other  words,  the 
actual  damages  paid,  or  as  nearly  that  amount  as  it  is  possible  to  arrive  at, 
should  be  added  to  the  present  value  of  the  land  itself. 

Minnesota  does  not  believe  that  unearned  increment  should  be  allowed  for. 
Mr.  Jurgensen,  their  chief  engineer,  says  this  belongs  to  the  public  and  not  to 
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the  railroads.     He  is  opposed  to  it  in  principle,  although  this  item  was  allowed 
for  In  the  valuation  made  by  the  Minnesota  commission. 

Mr.  Hurd,  of  Nebraska,  considers  that  they  are  estopped  from  the  question 
of  allowance  for  unearned  increment  by  reason  of  statutory  provisions.  He 
adds,  however : 

It  Is  not  altogether  contended  that  to  thus  recognize  such  unearned  increment  is 
proper,  but  It  rather  precludes  the  question  here. 

Oklahoma  does  not  believe  that  the  commission  should  make  any  allowance 
for  unearned  increment. 

Mr.  Witt,  while  chief  engineer  for  the  South  Dakota  commission,  allowed  for 
unearned  increment  in  the  appraisal  made  by  that  State. 

Relative  to  the  allowance  for  the  item  "  unearned  increment,"  the  Wisconsin 
commission  states: 

The  adoption  of  a  consistent  treatment  of  values  In  determining  the  cost  of  repro- 
duction of  physical  property  necessarily  involves  readjustments  of  all  unit  figures  to 
keep  pace  with  changing  conditions.  Land  is  no  exception  to  this  rule,  and  the  results 
when  reached  are  to  be  regarded  as  evidence  to  be  used  with  sound  judgment  In  asso- 
ciation with  other  available  facts  and  information. 

DEPRECIATION. 

California  will  allow  for  depreciation  and  appreciation  where  the  same  in 
fact  exists. 

Mr.  Witt,  chief  engineer  for  the  Kansas  commission,  says:  "Well-maintained 
road  is  almost  invariably  about  85  per  cent  condition."  He  adds  that  all  the 
appraisals  which  have  come  to  his  notice  are  within  1  per  cent  of  that  figure. 
This  is  somewhat  remarkable,  in  view  of  the  fact  that  the  figure  is  a  composite 
of  many  items  ranging  from  1  to  100  per  cent.  Also,  the  figure  has  been  arrived 
at  by  different  engineers  at  different  times  and  for  different  purposes.  (It  is 
quite  possible  that  this  may  result  from  some  broad  assumptions,  generally 
adopted.) 

In  the  Massachusetts  report  as  to  the  appraisal  of  the  New  York,  New  Haven 
&  Hartford  Railroad  Co.,  the  engineer,  Mr.  George  F.  Swain,  shows  a  difference 
in  his  conclusions  on  this  point  from  that  arrived  at  by  Mr.  Witt  relative  to 
the  average  depreciation  percentage.  He  states : 

Taking  the  cost  of  the  road  as  a  whole,  omitting  equipment  and  all  general  expenses 
except  engineering,  it  will  be  noted  that  the  depreciated  value  is  about  91  per  cent  of 
the  cost  of  reproduction  new,  while  taking  the  grand  total,  the  depreciated  value  is  about 
86  per  cent  of  the  cost  of  reproduction  new.  Using  the  grand  total  in  the  Michigan 
appraisal,  the  depreciated  value  was  82  per  cent,  and  in  the  Wisconsin  appraisal  it  was 
82.5  per  cent. 

Engineers  have  a  series  of  depreciation  percentages  for  different  articles,  and 
they  vary  these  slightly  upward  and  downward,  according  to  the  apparent 
condition  of  the  property.  If  there  is  any  general  uniformity  in  custom  rela- 
tive to  the  adoption  of  these  percentages,  this,  of  course,  would  be  reflected  in 
the  final  percentage. 

The  following  table  of  percentages  of  depreciation  used  in  different  States  is 
one  that  has  been  compiled  by  Mr.  Swain  in  his  report  for  the  Massachusetts 
Joint  Commission  (with  Nebraska  figures  added)  : 
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Yalinitifi-n  of  New  York,  New  Haven  <€  Hartford  Railroad  per  cent  of  present 
value  to  reproduction,  compared  with  figures  used  in  other  appraisals. 

[Nebraska  figures  have  been  Inserted  by  O.  Thorne.] 


Account. 

Michi- 
gan. 

Wis- 
consin. 

Ne- 
braska. 

Minne- 
sota. 

North- 
ern Pa- 
cific. 

Pro- 
posed. 

Engineering 

100 

100 

100 

100 

100 

Right  of  way  and  station  grounds  

100 

100 

100 

100 

100 

100 

Real  estate  

100 

100 

Grading  

100 

100 

100 

100 

110 

100 

Tunnels  

95 

98 

89 

85 

100 

100 

Bridges,  trestles,  and  culverts  

79 

74 

73 

74 

85 

85 

Ties  

54 

52 

62 

55 

50 

60 

Rails  

76 

79 

73 

76 

80 

80 

Frogs  and  switches  

71 

65 

65 

69 

80 

65 

Track  fastenings  and  other  material  

78 

70 

72 

76 

80 

70 

Ballast  

100 

67 

89 

100 

100 

100 

Track  laying  and  surfacing  

97 

100 

100 

100 

100 

100 

Roadway  tools. 

60 

75 

80 

Fencing  right  of  way  

59 

48 

68 

51 

55 

70 

Crossings  and  signs 

70 

56 

77 

55 

70 

Interlocking  and  other  signal  apparatus..  . 

89 

77 

SO 

74 

85 

90 

Telegraph  and  telephone  lines 

52 

53 

71 

75 

75 

Station  buildings  and  fixtures  . 

n 

71 

70 

70 

81 

80 

Shops,  engine  houses,  and  turntables  

68 

71 

76 

72 

67 

75 

Shop  machinery  and  tools  

80 

58 

65 

81 

65 

82 

Water  stations  

72 

64 

75 

71 

65 

70 

Fuel  stations  

66 

65 

67 

71 

77 

70 

Grain  elevators. 

75 

74 

84 

67 

Storage  warehouses.. 

71 

75 

28 

Dock  and  wharf  property.  

69 

76 

89 

75 

70 

Electric-light  plants 

82 

90 

Electric-power  plants  

90 

Electric-power  transmission  

90 

Gas-producing  plants  ..  _ 

80 

Miscellaneous  structures  

69 

61 

70 

78 

61 

75 

Law  expenses  

Other  expenditures: 
Locomotives  

56 

66 

65 

74 

1 

Passenger  equipment  

71 

69 

.    62 

69 

67 

70 

Freight  equipment  

69 

66 

69 

73 

J 

NOTE. — These  variations  In  percentages  are  Intended,  of  course,  to  Indicate  variations 
in  physical  character  of  property  and  are  not  subject  to  the  criticisms  made  elsewhere  aa 
to  variations  in  arbitrary  percentages. 

The  impossibility  of  adopting  an  assumption  that  85  per  cent  is  representative 
of  all  appraisals  within  1  per  cent,  is  further  demonstrated  by  the  valuation 
made  by  the  Joint  Commission  of  Massachusetts  of  the  Harlem  &  Port  Chester 
Railroad  Co.  This  is  a  small  branch  line  leased  to  the  New  Haven  Co.  for  99 
years  from  1873.  Cost  of  reproduction  new  is  estimated  $41,222.191,  and  the 
depreciated  value  $40,391,558.  This  is  a  comparatively  new  property.  It  com- 
prises the  freight  terminals  of  the  New  Haven  Co.  in  New  York  City  and  the 
line  leading  to  it. 

Minnesota,  in  determining  the  depreciation  items,  used  mortality  tables  which 
are  based  on  experience  and  actual  inspection.  They  applied  these  figures  to 
all  items  covering  articles  that  wear  out  or  are  affected  by  the  elements.  They 
ascertained  the  actual  ages  of  rails,  buildings,  etc.  Mr.  Jurgensen  says  the 
total  depreciation  amounted  to  about  15  per  cent. 

Nebraska,  in  determining  depreciation,  uses  the  records  of  the  companies  to 
find  the  age  of  the  properties,  so  far  as  equipment  is  concerned.  At  first  the 
carriers,  with  few  exceptions,  claimed  all  the  property  good  as  new,  but  they 
were  depreciated  by  the  representatives  of  the  commission. 

South  Dakota  states  generally  that  she  determined  the  depreciation  through 
personal  inspection,  ascertaining  the  condition  at  the  present  time. 

Depreciation  was  estimated  in  the  Michigan  appraisal ;  in  1900  this  amounted 
to  practically  20  per  cent  of  the  cost  of  reproduction. 
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Commissioner  Maltbie,  of  New  York,  states: 

The  "  Cost  to  reproduce  "  was  divided  into  "  scrap  value  "  and  "  service  value."  The 
scrap  value  was  considered  not  to  depreciate ;  the  service  value  was  considered  as 
subject  to  depreciation  due  to  age,  obsolescence,  inadequacy,  wear  and  tear,  and  deferred 
maintenance.  The  "  present "  value  equals  the  sum  of  the  scrap  value  and  the  depre- 
ciated service  value. 

The  depreciation  of  the  service  value  was  determined  as  the  result  of  an  Inspection  of 
equipment  and  records  to  determine  condition  and  age  of  equipment.  Data  obtained 
during  the  inspection  formed  the  basis  for  estimates  of  cost  to  put  the  property  in  first- 
class  operating  condition.  This  cost  was  taken  as  the  amount  of  "  deferred  maintenance." 
On  a  basis  of  estimated  life  and  present  or  future  obsolescence  and  observed  age  a 
percentage  representing  the  depreciation  of  service  value  was  determined.  The  sum  of 
this  depreciation  expressed  in  dollars  and  the  estimated  deferred  maintenance  was  taken 
as  the  total  depreciation  on  the  property. 

Mr.  Thompson  says  as  to  Texas: 

No  deduction  was  made  for  depreciation  in  the  value  of  materials  on  account  of  age, 
wear  and  tear,  usages,  etc.,  it  being  conceded  that  the  roadbed,  track,  and  all  fixtures  must 
be  maintained  in  first-class  and  serviceable  condition  and  renewed  from  time  to  time 
whenever  necessary.  On  the  other  hand,  no  additional  allowance  was  made  for  seasoned 
roadbed,  etc. 

In  Wisconsin  life  tables  for  various  kinds  of  physical  property  are  compiled 
and  used  and  the  present  value  is  found  by  deducting  the  depreciation.  To 
this  subject  attention  is  called  to  the  paper  on  "  Valuation  of  Public  Utilities," 
by  Halford  Erickson,  pages  11  and  12.  Further  in  regard  to  this  subject  the 
commission  states  in  their  report  to  this  committee : 

As  far  as  practicable,  in  determining  the  allowance  to  be  made  for  depreciation  In 
value,  due  consideration  is  given  by  the  staff  to  the  actual  condition  of  each  machine  or 
other  item  of  the  property,  taking  into  account  the  age  of  the  device  in  connection 
with  its  probable  ultimate  efficient  life,  the  character  of  the  service,  the  standard  or 
quality  of  maintenance,  and  such  other  elements  as  may  aid  in  reaching  a  reliable  judg- 
ment in  the  matter.  In  the  steps  leading  up  to  such  final  conclusions,  accumulated  ex- 
perience with  reference  to  closely  similar  property,  maintained  to  a  like  standard  and 
operated  under  identical  or  similar  conditions,  as  to  service,  etc.,  receives  due  considera- 
tion. The  data  thus  gathered  is  used  in  the  form  of  like  tables  which  serve  as  an  Im- 
portant guide  to  the  judgment.  An  individual  item  of  physical  property  is  judged  with 
reference  to  its  agreement  with  or  departure  from  the  average  of  such  related  group 
or  class  of  property  in  fixing  the  probable  useful  life  and  in  estimating  the  depreciation. 
Results  obtained  by  this  method  in  the  valuation  of  physical  properties  of  Wisconsin 
railroad  and  public-utilities  companies,  aggregating  many  millions  of  dollars,  have  fully 
established  the  trustworthiness  of  the  method  here  described. 

• 

APPORTIONMENT   OF   VALUES. 

As  a  general  rule,  equipment  values  have  been  apportioned  on  the  engine  and 
car  mileage.  This  is  the  case  in  Minnesota,  South  Dakota,  Oklahoma,  and 
Michigan.  However,  Mr.  Gray,  of  Washington,  calls  attention  to  a  weak  point 
in  the  adoption  of  this  as  the  basis.  It  causes  a  "  singular  confusion  in  case  it 
is  desired  to  keep  the  appraisal  up  to  date."  However,  he  says,  there  has  been 
no  serious  objection  to  the  use  of  this  method. 

California  proposes  an  alternative  basis:  First,  engine  and  car  mileage;  sec- 
ond, the  basis  of  actual  assignment  of  equipment  to  divisions  entirely  within 
the  State. 

In  Wisconsin  in  some  cases  the  apportionments  have  been  based  largely  upon 
relative  traffic  in  use  and  in  some  it  has  been  figured  sis  overhead. 

There  seems  to  be  very  little  serious  consideration  given  to  the  apportionment 
of  terminal  values.  California  as  yet  has  made  no  plans  for  such  apportion- 
ment, so  far  as  we  are  advised.  Michigan  and  Minnesota  made  no  such  appor- 
tionment. Oklahoma  has  so  far  attempted  no  such  apportionment.  South  Da- 
kota states  they  used  a  combination  of  the  use  and  expense  basis,  although  Mr. 
Witt  adds  that  he  believes  the  use  basis  to  be  the  correct  ont. 
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The  importance  of  this  factor  in  a  State-rate  case  becomes  apparent  when  it 
is  remembered  that  three-fourths  of  the  real  estate  values  on  the  Great  North- 
ern in  Minnesota  are  contained  in  the  terminals  alone.  These  terminals  are 
used  for  their  interstate  traffic  just  as  much  as  for  their  State  traffic,  and 
should  be  spread  out  over  the  system.  If  you  divide  the  terminal  values  in  pro- 
portion to  the  tons  and  passengers  using  the  terminal,  you  would  then  have  an 
approximation  toward  the  proper  value  chargeable  to  the  State  on  State  busi- 
ness. It  is  no  answer  to  say  that  the  tons  use  terminals  outside  of  the  State; 
that  only  applies  to  interstate  traffic.  State  traffic  would  use  no  terminals  out- 
side of  the  State  and  would  use  only  a  part  of  the  terminals  inside  of  the 
State. 

California  says  that  the  apportionment  of  values  will  not  be  done  on  the  ex- 
pense basis  nor  on  the  earnings  basis. 

Washington  informs  us  that  a  majority  of  the  commission  favor  the  appor- 
tionment of  values  on  cost  of  service  basis,  although  the  late  Mr.  Fairchild  in 
a  dissenting  opinion  championed  the  net-revenue  basis. 

New  York  has  not  determined  these  questions  as  yet. 

Mr.  Hansel  in  his  report  upon  the  New  Jersey  appraisal  gives  two  timely 
illustrations  bearing  upon  the  proposition  here  discussed,  as  follows: 

As  we  have  stated  elsewhere,  the  value  of  a  railroad  as  such  is  in  its  continuity ;  and, 
while  it  may  be  held  that  land  outside  of  main  stem  is  not  an  essential  part  of  the  main 
running  route,  it  is  essential  to  the  whole ;  and,  indeed,  the  business  of  a  railroad  could 
not  be  conducted  without  these  terminal  lands. 

The  terminals  of  a  railroad  are  a  burden  upon  the  whole  system.  The  Pennsylvania 
Railroad  Co.  charge  the  Pennsylvania  System  with  $10,000,000  of  the  cost  of  the  New 
York  terminals,  although  the  latter  company  does  not  come  nearer  than  500  miles  to 
New  York. 

The  New  York  terminals  of  the  New  York  Central  &  Hudson  River  Railroad  are  such 
a  burden  on  that  company  that  a  plan  is  now  forming  to  consolidate  all  the  lines  con- 
stituting the  New  York  Central  System  into  one  company,  with  one  general  mortgage 
and  a  new  issue  of  bonds  and  stocks,  for  the  reason  that  the  terminal  charges  are  too 
heavy  for  the  New  York  Central  &  Hudson  River  Railroad  Co.  to  bear  alone. 

COST  OF  THE  APPRAISAL. 

This  is  a  very  practical  subject  to  any  State  engaged  in  making  a  valuation 
or  contemplating  such  work. 

California  is  not  able  yet  to  estimate  the  cost.  They  are  keeping  a  force  of 
15  men  at  work,  including  the  chief  engineer. 

In  Kansas  it  is  also  impossible,  as  yet,  to  determine  the  cost.  The  force  of 
men  employed  consists  of  5,  including  1  chief  engineer,  1  engineer  in  office  com- 
piling data,  and  2  engineers  in  the  field,  in  addition  to  1  man  copying  records  to 
determine  land  values. 

In  striking  contrast  to  the  force  of  men  employed  in  other  States  was  the 
method  of  work  in  the  State  of  Michigan.  The  entire  cost  of  making  the  ap- 
praisal is  estimated,  according  to  Prof.  Cooley,  at  $65,000.  Mr.  Riggs  places 
this  figure  at  $70,604,  including,  presumably,  Prof.  Adams's  nonphysical  ap- 
praisal. The  total  cost  of  two  subsequent  appraisals  was  $50,000.  The  average 
cost  per  mile  of  main  track  in  the  original  appraisal  was  $9.97,  and  per  mile  of 
total  track  $6.50.  The  force  of  men  engaged  at  one  time  reached  as  high  as  130. 
The  average  was  about  50  or  60  except  when  it  came  to  the  time  for  computa- 
tions; then  only  8  or  10  were  employed,  including  the  stenographers.  The 
work  was  completed  in  five  months,  covering  7,000  miles  of  line. 

The  following  description  of  the  staff  and  its  work  has  been  furnished  by 
the  Wisconsin  commission : 

The  engineering  staff  which  jointly  serves  the  Wisconsin  tax  commission  and  the 
railroad  commission  of  Wisconsin  was  organized  in  June,  1903,  under  authority  of  the 
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law  providing  for  the  assessment  of  the  steam  railroad  properties  of  the  State  on  an 
nd  valorem  basis.  The  size  of  this  staff  ranged  from  a  maximum  of  about  25  engineers 
and  Inspectors  at  the  busiest  portion  of  the  first  year's  work  down  to  the  minimum  of 
2  persons  assisting  the  chief  engineer  after  the  completion  of  the  Initial  valuation 
report.  Upon  this  latter  basis  it  was  found  to  be  practicable  to  carry  forward  the  annual 
revaluations  of  the  steam-road  properties.  In  February,  1906,  the  first  incumbent  in  the 
position  of  engineer  for  the  tax  commission  resigned,  and  his  successor  was  appointed 
(July  1,  1006)  to  render  joint  services  for  the  tax  commission  and  the  then  recently 
created  railroad  commission  of  Wisconsin. 

The  1905  law  prescribing  the  ad  valorem  basis  of  assessment  for  street  railroad  proper- 
ties provided  for  the  valuation  work  to  begin  on  the  initial  inventory  date  of  June  30,  1907, 
but  the  work  was  actually  undertaken  some  six  months  earlier  than  that  date  because 
of  a  complaint  lodged  with  the  railroad  commission  respecting  street  car  fares  in  the 
city  of  Milwaukee.  To  meet  this  emergency  the  staff  was  reorganized  and  greatly  extended 
in  January,  1907,  and  since  that  date  a  technical  staff  of  from  25  to  40  members  has 
usually  been  required  continuously  to  meet  the  joint  demands  of  the  two  commissions. 
Immediately  upon  the  completion  of  the  Milwaukee  valuations  in  July,  1907,  the  field 
work  for  the  valuation  of  the  physical  property  of  the  remaining  street  railway  and 
associated  lighting  companies  of  the  State  was  undertaken,  and  before  the  completion 
of  that  work  active  service  under  the  newly  enacted  public-utilities  law  was  inaugurated. 

There  have  also  been  numerous  valuations  of  properties  to  aid  in  passing  on  stock 
and  bond  issues.  The  staff  ateo  performs  other  duties  pertaining  to  the  improvement 
In  operating  conditions,  interpreting  adequacy  of  service,  and  in  various  other  directions. 
As  above  indicated,  the  same  valuation  staff  serves  the  tax  commission  as  well,  the 
reports  on  valuations  of  physical  properties  being  supplied  to  either  commission  on  call. 

The  initial  valuations  of  railroad  property  were  undertaken  in  June,  1903,  and  com- 
pleted in  about  16  months.  The  cost  to  the  State  was  $24,722.  The  total  physical  value 
of  the  property  appraised  was  $206,000,000.  Cost  of  reproduction  new  per  mile  of  road, 
$30,900,  and  present  value  $25,500  (as  of  inventory  date  June  30,  1903).  A  force  of 
20  to  25  persons  at  the  maximum  was  employed  in  the  initial  valuations.  The  mileage 
of  the  initial  appraisals  was  as  follows : 

Miles. 

Road   mileage 6,  656.  88 

Second    track 335.  21 

Spurs  and  sidings -  2,278.60 

Total   track  mileage 9,270.69 

The  cost  of  making  the  annual  revaluations  of  the  steam  roads  of  the  State  for  cer- 
tain years  has  run  as  follows:  For  1904,  $4,330;  for  1905,  $3,790.  The  aggregate  cost 
for  making  the  revaluations  for  the  three  inventory  dates,  June  30,  1908,  1909,  and  1910, 
was  $28,177.60.  The  per  mile  of  single  track  ran  as  follows :  For  1909,  $1.09 ;  for 
1910,  $0.59;  for  1911,  $0.92;  average  for  the  three  years,  $0.91  per  single  track  mile 
(=$1.25  per  road  mile). 

A  set  of  the  valuation  forms  used  in  the  railroad  appraisals  is  submitted  herewith. 
In  addition  to  the  above  figure  of  $24,722,  it  was  roughly  estimated  at  the  time  that 
the  cost  to  the  railroads  was  in  the  aggregate  about  $60,000. 

In  Minnesota  the  total  cost,  as  stated  by  Mr.  Jurgensou,  was  $63,361.57.  The 
roadway  miles  in  Minnesota  at  that  time  were  7.757.7.  The  force  of  men  em- 
ployed included  34  engineers  and  assistants  and  4  stenographers.  This  work 
was  divided  under  two  heads-^field  work  and  office  work. 

The  cost  of  the  original  appraisal  of  6,071.59  road  miles,  or  7,754.25  track 
miles,  in  Nebraska  was  approximately  $40,000.  The  force  of  men  employed 
consisted  of  9,  about  a  year  and  a  half,  including  engineers,  accountants,  hind 
appraisers,  and  clerks. 

The  cost  of  the  Texas  appraisal  is  estimated  at  about  $2  per  mile.  (Trans- 
actions American  Society  of  Civil  Engineers  1911,  discussion  by  Mr.  R.  A. 
Thompson  of  paper  by  Mr.  Riggs.) 

Mr.  Witt  states  that  the  cost  of  making  the  South  Dakota  appraisal  was 
approxinuitely  $5  per  mile,  the  total  cost  being  about  $20,000.  The  force  of  men 
consisted  of  1  engineer  and  1  assistant,  together  with  a  third  man  during 
inspection.  Registers  of  deeds  throughout  the  State  were  employed  to  make 
abstracts  of  records  of  bona  fide  transfers  at  10  cents  each. 

Mr.  Gray,  chief  engineer  for  the  Washington  commission,  describes  their 
force  and  methods  of  work  as  follows:  The  valuation  of  the  Northern  Pacific 
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Hallway,  the  Great  Northern  Railway,  Oregon  Railroad  &  Navigation  Co.,  the 
Bellinghain  Bay  &  British  Columbia  Railway,  and-  the  Columbia  &  Puget 
Sound  Railway  occupied  approximately  two  years.  The  aggregate  value  of 
the  property  is  about  $205,000,000.  The  force  ranged  from  5  to  30  men — an 
average  of  about  12  throughout  the  time.  Six  of  them  did  about  90  per  cent 
of  the  work.  The  cost  of  the  appraisal  is  not  ascertainable,  due  to  the  fact 
that  the  work  was  divided  into  three  departments,  arid  the  work  resulted  in  much 
confusion.  Many  expensive  hearings  were  held  which,  in  the  opinion  of  Mr. 
Gray,  could  have  been  dispensed  with.  "  Had  these  hearings  been  merged  and 
conducted  systematically  the  cost  of  the  same  could  have  been  greatly  reduced." 
He  estimates  that  the  original  cost,  hearings,  printing,  etc.,  was  about  $15  per 
mile  of  main  track,  while  the  expense  of  the  engineering  department  was  about 
$10.  Subesequent  work  done  by  Mr.  Gray  has  cost  much  less,  "  even  with  the 
increased  duties  imposed  upon  the  engineering  department.  The  present  cost 
of  railroad  appraisals  ranges  from  $5  to  $8  per  mile  of  main  track." 

INVESTMENT. 

It  is  the  conviction  of  many  men  who  have  given  much  thought  to  this  sub- 
ject that  the  return  to  the  carriers  ought  to  be  limited  to  a  reasonable  amount 
ipon  the  bona  fide  sacrifice  of  the  investor.     On  the  other  hand,   there  are 
lose  who  urge  that  such  a  rule  does  not  apply  to  investments  in  other  lines 
human  industry,  and  therefore  should  not  apply  to  investors  in  railroads, 
farmer  invests  in  a  tract  of  land  to-day  which  doubles  or  quadruples  in 
ralue,  and  no  one  questions  his  right  to  a  return  upon  the  advanced  value  of  his 
mil.     Until  a  couple  of  generations  ago  the  public  owned  most  of  the  public 
ighways,  and  all  increases  in  the  values  of  these  highways  of  commerce  went 
the  public.     Controlling  as  they  do  the  location  of  great  commercial  centers, 
raversing  as  they  do  these  various  centers  whose  existence  they  are  largely 
spons^ble  for,  the  value  of  the  highway  itself  becomes  of  tremendous  iru- 
n-tance.     The  steam  engine  has  taken  from  the  public  the  ownership  of  its 
lighways. 

It  becomes  of  interest  to  note  the  varying  success  of  efforts  made  by  the 
lifferent  States  to  secure  facts  relative  to  the  actual  investment  of  railway  com- 
mies. In  some  States  absolutely  nothing  has  been  secured ;  in  others  much 
iluable  and  significant  data  have  been  gathered.  The  experience  of  Washing- 
:m  is  very  suggestive.  Especial  attention  is  called  to  the  comments  made  by 
[r.  Gray:  . 

Fully  60  per  cent  of  the  cost  of  making  the  appraisal  can  be  charged  to  the  efforts  to 
nd  the  original  Investment.  This  work  was  of  the  maximum  value,  as  It  acquainted  the 
agineers  not  only  with  the  cost  of  the  lines  as  a  whole,  hut  also  with  the  cost  of  many 
slated  structures,  such  as  bridges,  buildings,  etc.  It  also  Informed  them  as  to  the  over- 
cad  costs,  such  as  engineering,  legal,  and  general  expenses,  and  other  kindred  Items.  With 
ils  knowledge  It  was  a  comparatively  easy  matter  to  reduce  the  cost  of  the  different 
isses  of  property  to  a  unit  basis,  such  as  the  cost  of  bridges  per  linear  foot,  and  the 
DSt  of  buildings  per  square  foot  of  floor  area.  Being  in  full  possession  of  the  detailed 
osts  of  all  the  modern  structures,  a  most  desirable  guide  was  available  In  fixing  the  cost 
reproduction.  The  writer  Is  convinced  that  without  the  knowledge  of  these  costs  as 
btained,  It  would  have  been  utterly  Impossible  to  Intelligently  dispute  the  estimates  later 
prepared  by  the  railways.  Many  competent  engineers  scorn  the  Idea  of  attempting  to 
btain  the  actual  cost  of  the  properties  in  an  investigation  of  this  kind,  on  the  ground  that 
is  both  Impossible  and  unnecessary.  As  most  of  them  have  had  no  experience  along  this 
ae,  their  views  can  not  be  given  serious  consideration.  The  writer  affirms  that  the 
eparatlon  of  the  statement  of  actual  cost  is  both  possible  and  necessary,  and  never  in  a 
agle  instance  has  he  failed  to  obtain  It.  No  more  pitiful  spectacle  can  be  afforded  than 
an  engineer  attempting  to  say  what  a  thing  should  cost,  yet  calmly  indifferent  to  and 
jnorant  of  what  it  actually  did  cost. 

Minnesota  has  not  been  so  fortunate  as  the  State  of  Washington.    The  in- 
>rmation  they  secured  on  the  subject  of  investment  was  very  unsatisfactory. 
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Oklnhonm  informs  us  that  they  are  securing  very  valuable  data  concerning 
Investment,  by  personal  inspection  of  records  and  checking  the  same  in  the  field. 

Mr.  Thompson,  of  Oklahoma,  states  that  railroads  being  required  to  report 
cost  and  quantities,  plus  additions  and  betterments  per  mile,  simplifies  field 
checking,  as  to  quantities  and  cost,  and  errors  are  more  liable  to  be  disclosed 
than  the  general  inventory  by  divisions  or  sections:  "If  you  depart  from  in- 
ventory and  cost,  the  States  are  losers." 

One  example  Mr.  Thompson  gives  for  the  purpose  of  emphasizing  the  necessity 
for  an  actual  inventory  is  the  fact  that  there  are  few  railroads  but  have  more 
or  less  rails.  If  you  should  base  your  estimate  on  reproduction  new,  this 
alone  would  increase  the  value  from  $800  to  $1,200  per  mile  over  what  the 
company  had  invested. 

Hon.  George  A.  Henshaw,  of  the  Oklahoma  Corporation  Commission,  writes 
to  the  committee: 

It  is  amusing  where  we  succeed  in  securing  the  old  construction  books  and  ascertain 
the  actual  cash  cost,  and  then  bring  the  betterments  on  down  to  date.  It  usually  shows 
the  present  cost  of  our  railroads  about  $23,000  a  mile  where  they  have  been  ballasted. 

Mr.  Hurd,  of  Nebraska,  offers  the  following  suggestion: 

This  reproduction  cost  new  only  provides  for  expenditures  of  a  physical  and  tangible 
nature,  whereas  what  even  may  be  mentioned  as  bona  fide  investment  might  include 
some  expenditures  for  intangibles.  To  consider  in  a  broad  sense,  however,  the  reproduc- 
tion cost  new  versus  bona  fide  investment  in  a  full  and  complete  valuation  embracing 
all  items,  the  question  arises  in  several  subdivisions  as  to  time  for  making  investment — 
investment  because  of  deficiencies,  unwise  and  unnecessary  employment  of  capital,  as  well 
as  investment  in  abandoned  property,  as  compared  to  a  recent  inventory  setting  out  the 
complete  property  replaced,  using  averaged  prices  or  costs  for  all  items.  In  many  cases 
the  appraiser  is  i-ompelled  to  use  a  combination  of  the  two  bases,  and  bona  fide  invest- 
ment can  also  be  said  to  differ  very  little,  if  any,  from  original  cost.  From  a  study  of 
a  good  many  cases  it  develops  that  the  fairness  and  unfairness  of  the  two  mentioned 
bases  closely  cancel,  with  some  slight  favor  shown  in  the  reproduction  cost  theory. 

In  California  the  fire  in  San  Francisco  during  the  year  100(5  having  destroyed 
many  of  the  records  of  the  companies  having  offices  there,  the  commission  deems 
it  impossible  to  obtain  reliable  information  in  regard  to  the  original  cost  of 
California  railroads;  but  it  is  endeavoring  to  complete  this  information  wher- 
ever possible,  and  the  railroads  will  be  required  to  furnish  hereafter  this  cost 
on  new  lines,  in  detailed  manner  on  inventory  forms.  The  railroads  are  also 
required  to  furnish  an  estimate  of  the  cost  of  reproduction  new,  upon  the  basis 
of  prices,  during  the  past  three  years,  for  labor  and  materials.  They  are 
further  required  to  estimate  present  value  by  deduction  of  all  depreciation  due 
to  use  and  age.  After  this  information  has  been  completed  by  the  commission 
the  engineers  will  make  a  careful  inspection  of  the  property  jn  or^er  to  test 
the  accuracy  of  returns,  revise  estimates,  etc.  Pending  the  filing  of  these  data 
the  commission's  engineers  will  be  busy  compiling  cost  data  from  many  sources. 
The  cost  records  of  all  railroads  constructed  in  California  since  1906,  as  well  as 
all  records  of  expenditures  for  permanent  improvements,  betterments,  and 
equipment,  are  available  for  examination  by  the  engineers  of  the  commission. 

Mr.  R.  A.  Thompson,  chief  engineer  for  the  California  commission,  suggests 
the  following: 

If  it  were  practicable  to  determine,  even  with  a  reasonable  degree  of  accuracy,  the 
amounts  that  have  actually  been  invested  in  the  railroads  to  bring  them  up  to  their 
present  state  of  development  and  efficiency,  including  all  original  expenditures  for 
construction  and  subsequent  outlays  for  permanent  improvements,  betterments,  and 
equipment,  it  is  the  opinion  of  the  writer  that  this  "  investment "  would  constitute 
the  most  logical,  fair,  and  reasonable  basis  for  valuation  which  could  be  used  by 
commissions  or  other  public-utility  boards  in  the  solution  of  questions  pertaining  to 
rates,  taxes,  or  other  matters  wherein  some  estimate  of  the  value  of  the  property 
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becomes  an  important  matter.  Limited  space  forbids  a  discussion  of  this  basis,  but 
it  is  believed  that  It  has  merits  superior  to  any  other  that  can  be  suggested  and 
should  be  adopted  where  It  is  practicable. 

But,  except  in  a  few  cases  of  recently  built  railroads,  it  Is  Impossible  to  ascertain 
the  actual  investment.  Records  have  been  lost  and  destroyed,  and  the  accounting 
systems  have  been  such  that  many  charges  to  operating  expenses  should  have  gone  to 
capital  and  can  not  now  be  segregated.  To  attempt  to  establish  the  investment  from 
such  fragmentary  cost  records  as  generally  exist  would  give  results  of  little  value. 
They  would  not  be  uniform  as  between  the  different  railroads.  The  writer  does  not 
desire  at  this  point  to  be  interpreted  as  discouraging  investigation  into  cost  records, 
for,  on  the  contrary,  he  believes  that  such  data  are  of  inestimable  value,  hut  for  another 
purpose  than  to  establish  the  investment. 

Hon.  Clyde  B.  Aitchison,  chairman  of  the  Oregon  commission,  says : 
We  respectfully  dissent  from  the  use  of  the  term  "  physical  value,"  whatever  that 
may  mean.  We  have  taken  testimony  covering  all  the  items  foregoing,  and  in  our 
opinion  due  consideration  must  be  attached  to  each  in  arriving  at  the  value  of  railroad 
operating  property  for  rate-making  purposes,  and  any  rule,  based  on  reproduction  value 
less  depreciation,  which  ignores  the  item  of  original  cost,  additions,  and  betterments 
is  not  only  economically  and  legally  unsound,  but  is  fraught  with  possibilities  of  greatest 
danger  to  the  country. 

Commissioner  Maltbie,  of  the  New  York  Public  Service  Commission,  for  the 
first  district,  says : 

I  think  altogether  too  much  attention  has  been  given  to  cost  of  reproduction  and 
too  little  to  investment.  Where  we  can  obtain  the  actual  facts  regarding  the  cost  of 
the  existing  plant  we  put  much  more  emphasis  upon  these  figures  than  upon  estimates 
of  engineers. 

The  New  York  Public  Service  Commission  for  the  1st  district  said,  in  May- 
lew  v.  Kings  County  Lighting  Co.  (2  P.  S.  C.,  1st  D.,  Oct.  20,  1911)  : 

The  company  has  produced  no  vouchers,  bills,  or  records  to  discredit  the  estimates  of 
the  commission's  engineers  or  to  support  the  estimates  of  its  own  witnesses,  who  were 
repeatedly  asked  whether  they  had  examined  the  records  of  cost  of  the  company  to 
determine  whether  their  estimates  had  any  direct  relation  to  the  amounts  actually  spent. 
They  did  not  produce  actual  expenditures  to  support  their  estimates,  and  counsel  to  the 
company  expressed  to  the  commission. the  opinion  that  actual  cost  of  existing  property 
had  nothing  whatever  to  do  with  the  amount  to  be  considered  as  the  fair  value  of  the 
property.  In  our  opinion  it  has  a  vital  relation,  and  in  view  of  the  provision  in  the 
Public  Service  Commissions  law  upon  this  point  the  commission  must  give  it  full  weight 
and  consideration.  *  *  *  In  the  absence  of  such  records  the  commission  does  not 
feel  warranted  in  accepting  estimates  which  appear  to  be  unduly  and  unreaspnably  large 
and  are  not  supported  by  the  examination  and  estimates  of  our  own  engineers. 

Mr.  Witt,  of  Kansas,  says  that  while  reproduction  cost  is  only  one  factor  to  be 
considered  it  is,  however,  practically  controlling  as  a  general  thing. 

Even  with  their  success  in  finding  cost  figures  for  which  they  so  diligently 
sought,  Mr.  Gray,  of  Washington,  says  that  the  commission  took  into  con- 
sideration many  factors,  including  actual  cost,  market  value  of  securities, 
strategic  value  of  location,  etc.,  yet  the  values  as  finally  fixed  did  not  depart 
greatly  from  the  estimated  cost  of  reproduction  excepting  in  one  instance. 

Mr.  W.  J.  Meyers,  chief  statistician  to  the  Interstate  Commerce  Commission, 
in  a  communication  in  reply  to  a  letter  from  the  committee,  offers  the  follow- 
ing suggestions  relative  to  this  subject: 

Value  is  always  subjective  and  is  an  estimate  of  the  price  at  which,  under  given  cir- 
cumstances, ownership  of  the  thing  to  be  valued  would  be  transferred  from  one  party 
to  another,  both  being  acquainted  with  all  material  facts  and  circumstances  and  willing 
but  not  under  compulsion  to  effect  the  transfer.  When  the  contract  is  made  the  price 
at  which  the  transfer  is  effected  has  necessarily  become  a  matter  of  fact,  an  objective 
thing,  and  capable  of  ascertainment  through  the  hearing  of  testimony.  It  does  not 
follow,  however,  that  another  transfer  could  be  effected  at  the  same  price,  because 
while  all  the  physical  properties  of  the  thing  may  remain  unchanged  the  psychological 
elements  involved  in  the  situation  may  have  changed  and  the  value  would  then  have 
changed. 
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Because  value  Is  thus  a  matter  of  estimate  and  capable  of  reduction  to  fact  only 
through  a  transfer  of  property,  Immediately  after  which  It  Is  liable  to  further  and 
progressive  change,  It  Is  so  unstable  a  thing  as  to  be  worthless  as  a  basis  upon  which  to 
determine  a  schedule  of  rates  to  be  charged  for  public  service. 

My  view  of  the  sound  principle  of  law  underlying  this  whole  matter  is  that  these  pub- 
lic service  corporations  are  public  agencies ;  that  It  Is  only  because  they  are  public 
agencies  that  they  can  be  vested  with  power  of  eminent  domain  and  other  privileges  and 
special  powers,  and  that  such  powers  can  be  used  only  for  public  purposes,  and  not  for 
private  profit ;  that  public  agencies  are  subject  to  the  ordinary  rule  of  agency,  viz,  that 
In  the  absence  of  special  and  express  provisions  In  the  contract  of  agency  the  agent  is 
entitled  only  to  reimbursement  for  his  disbursements  made  with  ordinary  and  reasonable 
prudence  on  behalf  of  his  principal  and  for  a  quantum  merult  for  his  services ;  that 
where  the  agent  enters  upon  the  agency  of  his  own  motion  and  not  at  the  solicitation  of 
the  principal,  his  compensation  must  be  derived  from  the  profits  of  the  enterprise,  and  If 
the  enterprise  proves  to  be  inexpedient  and  unprofitable,  the  loss  must  be  borne  by  the 
agent. 

Such  being  the  case,  it  seems  to  me  that  any  estimate  of  the  present  value  of  the 
property  used  and  useful  In  the  public  service  is  unimportant,  and  that  the  thing  ma- 
terial to  be  inquired  into  is  the  actual  amount  bona  fide  advanced  by  the  agent  in  the 
public  service  from  his  own  funds.  The  inquiry  should  thus  be  what  is  the  amount  of 
money  actually  and  bona  fide  invested  by  the  railway  company  in  providing  itself  with 
plant  and  equipment  necessary  to  its  acting  as  an  efficient  public  carrier ;  what  portion 
of  such  funds  was  furnished  by  the  corporation  out  of  moneys  derived  from  bondholders 
or  other  creditors  and  from  stockholders ;  what  portion  was  furnished  by  grants  from 
municipalities  and  other  public  corporations ;  and  what  portion  was  derived  from  the 
earnings  of  the  corporation  In  Its  public  service. 

With  regard  to  the  prudence  with  which  these  funds  were  expended,  the  state  of  the 
arts  at  the  time  is  practically  the  controlling  consideration ;  If  the  expenditure  was  not 
unreasonable  or  absurd,  In  the  light  of  the  knowledge  and  professional  skill  then  avail- 
able, the  agency  may  reasonably  claim  full  allowance  for  such  expenditure,  although  later 
development  of  the  arts  may  have  shown  better  and  more  economical  ways  of  reaching 
the  ends  sought.  Among  the  expenses  which  must  be  allowed  the  agency  in  the  account 
are  Interest  on  funds  borrowed  at  rates  adequate  to  the  risk,  and  interest  (or  dividends) 
on  funds  advanced  by  stockholders  at  rates  correspondingly  higher,  because  of  the  greater 
risk  run  by  the  stockholder.  These  funds  must  have  been  actually  advanced  to  the  cor- 
poration, however.  It  is  not  sufficient  that  they  shall  have  been  paid  by  a  later  stock- 
holder to  an  earlier  stockholder  In  purchasing  from  him  his  rights.  For  this  reason  I 
regard  It  as  essential  that  full  inquiry  be  made  into  the  financial  history  of  all  public 
carriers  and  their  actual  Investments -of  money  in  the  plant  and  equipment.  In  com- 
parison with  this,  I  regard  cost  of  replacement,  cost  of  duplication,  etc.,  as  of  little 
significance. 

GIFTS. 

There  is  a  very  striking  difference  of  opinion  upon  this  subject.  It  is  too 
complex  to  justify  any  attempt  at  discussion.  Suffice  it  to  say  that  on  the  one 
hand  we  have  the  opinion  of  such  men  as  Mr.  Witt,  chief  engineer  for  the 
Kansas  commission,  and  formerly  for  the  South  Dakota  commission,  accord- 
Ing  to  whose  judgment  no  deduction  should  be  made  for  gifts,  but  all  rail- 
roads should  be  placed  upon  a  parallel.  On  the  other  hand,  we  have  the  opin- 
ion of  Commissioner  Maltbie,  of  the  New  York  Public  Service  Commission, 
first  district,  who  favors  the  deduction  of  the  value  of  gifts  before  computing 
returns.  It  might  be  unfair  to  embarrass  these  gentlemen  with  broad  general 
statements  of  that  character.  It  is  better  to  say  that  Mr.  Commissioner  Malt- 
bie maintained  that  certain  donations  should  be  deducted  before  computing  the 
return  on  the  property  of  a  public  utility  in  New  York  City  in  a  dissenting 
opinion  in  the  case  entitled  Monheimer  v.  Brooklyn  Union  Elevated  Railroad 
Co.  (2  P.  S.  C.  1st  D.,  Mar.  8,  1910)  ;  and  that  Mr.  Witt,  chief  engineer  for  the 
South  Dakota  commission,  took  the  attitude  in  the  South  Dakota  appraisal 
that  no  deduction  should  be  made  for  gifts.  Other  circumstances  and  facts 
may  alter  the  position  of  these  gentlemen.  In  the  discussion  of  this  issue 
contained  in  the  communication  quoted  under  the  preceding  subject  from  Mr. 
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W.  J.  Myers,  chief  statistician  of  the  Interstate  Commerce  Commission,  we 
also  find  the  thought  expressed  that  the  carrier  should  be  limited  to  a  return 
on  bona  fide  investment.  The  same  thought  is  tersely  expressed  in  the  opinion 
of  Mr.  Commissioner  Lane  in  the  Western  Advanced  Rate  case. 

The  prevailing  custom  amongst  State  commissions  has  been  to  make  no  deduc- 
tions because  of  donations. 

The  situation  is  confused  by  the  fact  that  some  railroads  have  received  vast 
acreage  from  the  Government,  while  others  have  received  no  donations  of  that 
'Character.  One  of  the  questions  that  arises  is,  Shall  rates  be  based  upon  the 
value  of  the  property  having  the  donations,  or  of  the  one  which  has  received  no 
such  donations? 

USE  MADE  OF  VALUATIONS. 

In  those  States  where  complete  valuations  have  been  made  various  objects 
have  been  accomplished  by  means  of  the  same.  Texas  deserves  great  credit 
for  making  an  early  valuation  of  her  railroad  properties  and  attempting  to 
keep  an  accurate  record  of  all  additions  and  betterments.  The  information  as 
to  what  it  actually  cost  to  build  these  properties  originally,  or  what  it  would 
have  cost  to  reproduce  the  railroads  in  the  United  States  .30,  20,  or  10  years 
ago,  would  be  of  great  significance  and  value  at  this  time. 

In  Mr.  Thompson's  paper,  published  by  the  American  Society  of  Civil  Engi- 
neers, as  to  the  Texas  valuation,  he  makes  use  of  a  statement  by  the  Hon. 
John  H.  Reagan,  chairman  of  the  commission,  which  describes  the  purpose  of 
the  stock  and  bond  law  in  Texas  under  which  the  valuations  were  made. 

This  statement  is  as  follows : 

This  law  will  prevent  the  unlawful  and  fraudulent  Issue  of  stocks  and  bonds  of  railroad 
companies  In  the  future  in  this  State,  and  protect  the  people  from  the  exactions  neces- 
sary to  satisfy  them.  It  will  protect  the  purchasers  of  such  securities  from  being  imposed 
on  by  them,  and  it  will  secure  to  the  companies  who  may  hereafter  build  railroads,  a  real 
value  to  their  property  and  securities,  instead  of  a  merely  speculative  and  fluctuating 
value. 

In  commenting  upon  the  Michigan  work  the  attorney  general's  report  for  1906, 
on  pages  21  and  23,  states: 

These  cases  are  among  the  most  important  in  the  history  of  the  State.  They  con- 
stitute the  last  step  in  subjecting  railroad  property  in  Michigan  to  taxation  on  the  same 
basis  and  at  the  same  rate  as  other  property  is  taxed,  and  secure  practical  uniformity  and 
equality  of  taxation  between  railroad  and  other  property. 

As  a  result  of  these  cases  the  various  railroad  corporations  paid  in  taxes  $4,787,478.15, 
and  as  penalty  thereon  $1,158,321.18,  a  total  amount  of  $5,945,799.43  for  the  years  1902, 
1903,  and  1904.  The  1905  tax  being  paid  soon  after  the  decision  of  the  Supreme  Court, 
nothing  was  paid  under  the  former  law  (specific  tax  on  earnings)  and,  of  course,  there 
was  no  penalty  on  the  1905  taxes  as  they  were  paid  May  1,  1906. 

After  quoting  the  foregoing  passage,  Mr.  Henry  Earle  Riggs,  whose  mono- 
graph upon  the  Valuation  of  Public  Service  Corporation  Property  has  been  filed 
with  the  committee,  says: 

In  short,  the  roads  are  paying  to  the  State  of  Michigan  an  average  of  $1,595,826.05 
more  per  year  than  they  paid  under  the  old  law,  and  to  date  the  State  has  received  about 
$10,750,000  more  from  taxes  than  it  would  have  received  under  the  old  specific  tax  law. 

Mr.  Henry  L.  Gray,  chief  engineer  for  the  Washington  commission,  states  that 
a  reduction  in  the  grain  rates,  saving  Washington  shippers  approximately 
$600,000  per  year,  has  grown  out  of  the  valuation  of  railroad  property  in  that 
State.  In  addition  to  this,  there  was  a  readjustment  of  class  rates  saving  the 
State  approximately  $750,000  per  year.  At  the  same  time  the  State  tax  com- 
mission used  the  valuation  made  by  the  railroad  commission  in  basing  their  as- 
sessments, increasing  the  same  approximately  $1,000,000. 
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ft  may  be  that  valuations  in  other  States,  or  in  the  Nation,  will  have  an 
entirely  different  result  than  that  which  has  been  called  to  our  attention  in 
the  foregoing  States.  However  that  may  be,  we  are  entitled  to,  and  should 
know,  the  facts  about  the  value  of  American  railroads. 

METHODS   AND   SUGGESTIONS. 

The  interrogatories  sent  to  the  various  States  have  called  forth  various  com- 
ments that  are  worthy  of  consideration. 

Prof.  Cooley,  of  Michigan,  suggests  that  a  body  of  men  ought  to  be  appointed 
to  Investigate  valuation  methods  and  outlines  the  following  plan : 

To  accomplish  a  thorough  work,  a  commissioner  should  be  appointed,  similar  to  the 
tariff  commissioner,  and  the  work  should  require  several  years.  It  is  my  belief  that 
considerable  progress  could  be  made  in  a  short  space  of  time  by  a  small  board  of  engi- 
neers with  one  or  two  good  lawyers ;  the  board  not  to  have  more  than,  say,  seven  mem- 
bers. Perhaps  five  would  be  better.  They  should  be  men  free  from  any  bias  one  way 
or  the  other.  Politics  must  be  absolutely  eliminated. 

Mr.  Gray,  the  chief  engineer  for  the  Washington  commission,  says  they  had 
great  difficulty  at  first  in  securing  access  to  the  records  of  the  companies.  The 
companies  claimed  that  it  would  be  impossible  to  obtain  any  statement  from 
their  records  as  to  the  actual  amount  of  cash  invested.  However,  a  force  of 
men  was  sent  to  the  offices  at  St.  Paul  and  another  force  of  men  was  organized 
on  the  Pacific  coast  under  the  direction  of  Mr.  Gray.  At  first  many  things  were 
attempted  which  would  not  be  considered  seriously  at  the  present  time,  and 
much  work  was  done  which  was  altogether  unnecessary.  Considerable  diffi- 
culty was  at  first  encountered  by  lack  of  knowledge  of  data  in  the  possession 
of  the  carriers.  Considerable  work  was  done  at  random.  However,  in  the 
course  of  time  the  engineers  succeeded  in  gaining  the  confidence  of  the  railway 
officials  and  they  were  finally  permitted  to  look  through  the  records  of  what- 
ever they  thought  necessary.  In  each  case  an  office  man  familiar  with  the 
records  was  detailed  to  assist  them  in  digging  out  the  information.  It  was 
soon  discovered  that  the  records  of  the  railway  companies  were  much  more 
complete  than  they  had  been  willing  to  admit,  so  lists  were  prepared  from  the 
companies'  records  showing  the  cuts  and  fills,  the  weight  of  rail,  character  and 
depth  of  ballast,  nature  and  size  of  structures,  etc.  The  field  engineers  were 
instructed  to  check  these  lists  and  profiles  upon  the  ground.  The  work  of  the 
field  engineers  was  very  unsatisfactory.  By  subsequent  check  it  was  found 
there  were  more  errors  in  the  work  of  the  field  engineers  than  in  the  list  pre- 
pared from  the  companies'  records.  However,  it  is  thought  that  the  field  engi- 
neers served  some  good  purpose. 

Their  mere  presence  may  have  been  somewhat  responsible  for  the  correctness  of  the 
lists  prepared  and  for  the  subsequent  change  in  the  attitude  of  the  carriers. 

The  usual  method  of  procedure  is  to  furnish  blanks  to  the  carriers  asking  for 
certain  information,  this  followed  by  person!)  1  inspection  and  check  r.nd  com- 
putations. 

The  description  of  the  method  given  by  Mr.  R.  A.  Thompson,  chief  engineer 
for  the  California  commission.  rs  representative  generally  of  most  of  the  States. 
and  an  extract  describing  the  same  will  be  here  given : 

The  following  general  plan  is  suggested  as  being  the  one  most  economical  for  conduct- 
tog  an  appraisal  of  railroads  on  behalf  of  the  State.  Such  a  method  as  will  secure  most 
accurate  results  and  at  the  same  time  eliminate  a  large  number  of  the  usual  elements 
•f  controversy,  especially  as  to  questions  of  fact. 

Require  the  railroads  to  prepare  and  furnish  complete  alignments,  maps  and  profiles, 
and  maps  of  station  and  terminal  grounds  in  accordance  with  specifications  which  the 
commission  shall  issue.  These  records  can  be  best  and  most  economically  constructed 
by  the  railroads  for  the  reason  that  their  engineers  are  familiar  with  the  properties  and 
have  all  existing  records  readily  accessible  at  hand. 
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Also  require  that  the  railroads  prepare  and  furnish  complete  Inventories  of  their  phy- 
sical properties  upon  blank  forms  which  the  commission  shall  furnish  and  after  the 
manner  which  it  shall  prescribe.  These  inventories  can  also  be  most  economically  pre- 
pared by  the  railroads  for  the  same  reasons  above  stated.  If  considered  advisable  the 
railroads  msy  at  the  fame  time  be  required  to  furnish  their  estimates  of  value  upon  such 
bases  as  may  be  prescribed.  In  addition  to  providing  the  commission  with  the  rail- 
roads' estimates  of  the  value  of  their  own  property,  this  requirement  will  furnish  the 
engineers  with  much  valuable  cost  data,  particularly  when  the  estimates  are  made  in 
good  faith,  as  will  usually  be  the  case. 

The  principal  work  of  the  commission's  engineers  will  bo  the  checking  up  of  the 
records  and  inventories  filed  by  the  railroads  upon  the  ground.  If  any  errors  or  dis- 
crepancies are  discovered  these  can  he  taken  up  and  corrected  before  the  appraisals  are 
compiled. 

As  a  preliminary  to  preparing  the  commission's  estimates  of  value,  its  engineers  and 
accountants  will  thoroughly  investigate  the  actual  cost  of  all  railroads  recently  built 
in  the  State,  as  well  as  all  current  contracts  for  labor,  materials,  and  equipment,  in 
order  to  determine  fair  unit  prices  to  apply  to  the  quantities  furnished  in  the  inven- 
tories. Diligent  inquiry  will  be  made  into  the  cost  of  lands  recently  acquired  by  the 
railroads,  and  expert  opinions  secured  as  to  its  value  before  same  is  finally  appraised. 
Special  examinations  will  be  made  of  the  principal  buildings  and  structures,  also 
equipment  of  all  kinds,  by  experts  of  particular  experience,  and  qualified  to  appraise 
them.  An  adequate  and  competent  office  force  will  compile  the  returns  and  prepare 
the  final  statements  of  cost  and  value. 

The  method  suggested  will  divide  the  work  of  appraisal  as  between  the  railroads 
and  the  commission  upon  what  is  thought  to  be  an  equitable  basis.  This  procedure 
will  secure  results  about  which  there  should  be  little  controversy,  especially  as  to  the 
facts,  and  be  economical  from  a  financial  standpoint.  Its  success  from  a  utility  point 
of  view  will  demand  that  the  railroads  cooperate  heartily  with  the  commission  in 
supplying  accurate  and  complete  data,  as  to  their  physical  property,  that  fair  and 
Just  results  may  be  obtained. 

The  California  commission  also  proposes  to  investigate  the  expense  of  engi- 
neers or  constructors  in  other  States,  and  the  appraisals  which  have  been  made 
by  other  commissions  and  boards  will  be  given  consideration  in  arriving  at 
proper  allowances  to  be  made. 

Mr.  Gray,  chief  engineer  for  the  Washington  commission,  has  little  or  no  use 
for  blank  forms.  He  states : 

Our  department  has  no  time  to  sit  around  and  wait  for  the  railways  to  fill  out  these 
blanks.  After  they  are  filled  out  and  returned,  what  then?  Either  they  must  be  blindly 
accepted  as  correct,  or  else  they  must  be  checked.  The  latter  procedure  generally 
demonstrates  the  inadvisability  of  the  former.  And  as  they  must  be  checked  and 
corrected,  why  not  make  the  compilations  in  the  first  instance,  and  be  done  with  it? 
Much  time  will  be  saved,  and  an  acquaintance  cultivated  with  the  railway  officials  and 
employees,  which  is  not  at  all  to  be  despised.  The  writer  can  not  see  any  reason  for 
the  use  of  forms,  unless  it  Is  based  upon  the  theory  that  a  certain  amount  of  work  will 
be  eliminated.  But  this  is  a  theory  only,  for  in  reality  the '  use  of  forms  means  more 
work.  The  writer  could  cite  instances  of  eminent  engineers  sitting  at  their  desks  for 
months  waiting  for  the  railways  to  report.  Fortunately,  our  commission  long  ago 
became  convinced  of  the  fallacy  of  the  use  of  forms  and  does  not  enthuse  over  their 
presumed  advantages.  The  writer  only  knows  one  way  to  do  this  work,  and  that  is  to 
get  in  and  dig,  working  to  the  limit.  This  is  the  only  way  to  get  results. 

In  Minnesota  they  used  the  blanks  and  inspection  plan,  but  could  get  no 
valuable  information  relative  to  investments. 

In  South  Dakota  Mr.  Witt  says  they  used  the  blanks  and  made  inspections, 
traversing  every  mile,  inspecting  ties,  rails,  buildings,  etc. 

Most  of  the  commissions  used  the  Interstate  Commerce  Commission  classifi- 
cation of  expenditures  for  their  forms. 

Miss  Fields,  secretary  of  the  Tennessee  commission,  says  they  have  not 
time  nor  funds  to  inspect  company  records.  The  commission  gets  assistance 
from  local  parties  in  different  counties,  some  receiving  $50  to  $100  for  services. 
In  small  counties  the  chairman  of  the  county  court  sends  in  valuations  with- 
out charge.  The  only  clerical  help  used  are  the  regular  secretary  and  stenog- 
rapher of  the  board. 
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In  Kansas  they  are  using  the  blanks  and  making  personal  inspectfon.  They 
have  a  field  inspector  appointed  for  this  sole  purpose.  They  also  examine 
the  county  records  as  to  sales.  The  railroads  in  Kansas  formed  an  association 
and  held  monthly  meetings  for  discussion  of  valuation  methods.  The  com- 
panies were  asked  to  furnish  right-of-way  maps,  profiles,  station  plats,  stand- 
ard plans,  plans  of  special  structures,  also  a  complete  appraisal  and  duplicate, 
one  to  be  in  carriers'  office,  the  other  in  field  work  for  checking,  etc.  The 
commission's  engineers  compute  right-of-way  acreage  and  grading  quantities 
from  maps  and  profiles;  the  profiles  are  checked  in  a  general  way  by  inspection. 
The  companies  are  requested  to  show  on  their  profiles  the  width  of  roadbed 
at  subgrade  at  all  cuts  and  fills ;  also  to  show  slopes.  The  check  is  made 
as  follows :  A  special  inspection  force  measures  the  width  of  roadbed  at  fre- 
quent intervals,  counts  the  number  of  ties  to  a  rail  for  a  number  of  consecu- 
tive lengths,  checks  oft  all  bridges  and  culverts,  examining  closely  often 
enough  to  arrive  at  the  average  condition,  and  to  insure  detail  construction 
Is  as  reported;  they  keep  accurate  notes  as  to  fences,  signs,  signals,  crossings, 
etc.,  measure  all  buildings  at  stations,  check  and  inspect  coal  and  water  sta- 
tions; in  fact,  an  effort  is  made  to  secure  a  record  of  every  item  and  its 
physical  condition.  These  inspections  have  been  made  on  foot,  by  section  car, 
motor  car,  and  in  some  cases  by  special  train,  depending  upon  conditions. 

After  the  inspection  the  inventory  and  field  notes  are  taken  to  the  office, 
where  values  are  placed  on  each  item,  giving  both  the  cost  to  reproduce  new 
and  in  its  present  depreciated  condition. 

Having  worked  on  several  of  these  appraisals,  covering  a  period  of  five  years, 
Mr.  Witt  says  it  is  interesting  to  note  the  change  of  attitude  of  the  railway 
companies  and  the  increase  in  accuracy  and  care  used  in  making  a  report. 
In  a  great  many  instances  old  records  have  been  found  to  be  unsatisfactory, 
complete  new  surveys  have  been  made,  and  profiles  and  right-of-way  maps 
especially  prepared  for  this  work. 

Mr.  Witt  further  states  if  the  commission  had  put  their  own  force  into  the 
field  and  secured  their  own  data  the  work  could  probably  have  been  com- 
pleted sooner,  as  it  would  have  been  prosecuted  with  more  vigor  than  that 
shown  by  the  railway  companies;  but  on  account  of  not  having  the  advantage 
of  personal  knowledge  of  conditions  and  records  as  possessed  by  the  com- 
pany, the  reports  would  not  have  been  as  complete  and  would  have  entailed 
a  great  expense  upon  the  State. 

Mr.  Witt  also  thinks  too  great  pains  can  be  taken.    He  states : 

There  Is  a  tempting  field  open  for  interesting  Investigations  leading  to  many  refine- 
ments of  individual  features,  but  when  it  is  realized  that,  in  the  aggregate,  large  per- 
centages of  the  total  cost,  amounting  to  huge  sums,  are  allowed  for  items  that  are  more 
or  less  indeterminate  and  must  be  based  on  generalities,  the  uselessness  of  pursuing  some 
feature  down  to  the  last  cent  is  apparent.  This  is  about  the  only  place  where  economy 
can  be  exercised,  and  good  judgment  must  be  used  not  to  carry  the  economy  too  far,  but 
Just  far  enough  to  determine  that  the  appraisal  is  fair  and  reasonable. 

Mr.  Hurd,  chief  engineer  for  the  Nebraska  commission,  suggests  a  desirable 
method  for  keeping  the  appraisal  up  to  date  would  be  a  loose-leaf  ledger  setting 
out  the  classification,  the  value  and  basic  year  being  at  the  head  of  the  column 
for  each  item  and  followed  by  epoch-period  years  showing  deductions,  addi- 
tions and  betterments  with  totals  for  each  year. 

Prof.  Henry  C.  Adams,  of  Michigan,  describes  in  the  following  language  an 
experience  he  had  recently  testing  the  work  of  an  expert  engineer : 

It  seems  to  me  that  information  touching  the  rule  by  which  the  value  per  acre  in  the 
right  of  way  is  arrived  at  prior  to  its  treatment  by  the  multipliers  is  of  very  great  im- 
portance. Recently  I  had  occasion  to  test  a  right-of-way  valuation  made  by  an  expert 
engineer. 
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I  took  a  geological  map  and  tested  the  character  of  the  soil  for  5  miles  each  side  of 
right  of  way.  I  then  took  the  record  of  sales  within  the  belt  of  10  miles  for  the  last 
four  years,  and  computed  that  the  sales  within  that  belt  were  a  proper  measure  of  the 
unit  of  value  to  be  assigned  to  the  per-acre  unit  of  land  in  the  right  of  way,  holding  In 
mind,  of  course,  the  relation  of  that  land  to  cities  and  towns.  The  result  of  my  study 
was  to  show  that  the  expert  examiner  had  given  a  value  to  the  right  of  way  four  times 
higher  than  was  warranted  by  the  sales. 

Mr.  E.  C.  Hurd,  chief  engineer  for  the  Nebraska  commission,  gives  very 
prominent  place  in  his  discussion  of  the  Nebraska  appraisal  to  a  suggestion 
similar  to  that  made  by  Prof.  Adams.  Mr.  Hurd  says : 

An  appraisal  of  so  extensive  a  property  as  that  of  the  railroads  within  the  State, 
and  the  result  of  the  undertaking  to  be  of  so  far-reaching  importance,  the  work  should 
not  be  done  too  hastily  and  can  not  be  done  too  thoroughly.  Perhaps  in  Nebraska  even 
though  taking  seemingly  considerable  time  and  directing  very  close  attention,  some  more 
time  and  necessarily  a  little  further  expense  might  have  made  the  valuation  covering 
right  of  way  and  station  grounds  more  complete  and  reliable. 

Mr.  D.  F.  Jurgensen,  chief  engineer  of  the  Minnesota  commission,  offers  the 
suggestion  that  the  companies  be  required  to  keep  reliable  and  true  records  of 
all  the  necessary  physical  items  entering  into  the  property  at  all  times. 

Mr.  A.  I.  Thompson,  chief  engineer  for  the  Corporation  Commission  of  Okla- 
homa, refers  to  the  same  idea  in  the  following  manner: 

The  commission  requires  the  railway  companies  to  file  complete  location  maps,  profiles, 
bridge  and  building  plans,  rail,  tie  and  fence  records,  ballast  charts,  together  with 
inventory  of  all  such  physical  properties,  noting  cost  and  quantities  on  each  mile. 

Beyond  any  question  the  different  railroad  companies  are  in  a  better  position  to 
compile  this  information  and  can  do  it  more  economically  than  can  any  State,  leaving 
the  principal  work  for  the  commission's  engineers  of  verifying  inventories  filed  with 
records  and  actual  conditions  on  the  ground.  If  errors  or  discrepancies  are  found  they 
can  be  corrected  before  reports  are  approved. 

Mr.  Thompson  also  states  that  the  railroads  are  required  to  report  costs  and 
quantities  plus  additions  and  betterments  per  mile.  He  states  that  this  sim- 
plifies field  checking  as  to  quantities  and  costs  and  by  this  means  errors 
are  more  liable  to  be  disclosed  than  in  the  general  inventory  by  divisions  or 
sections. 

The  Wisconsin  commission  states  there  has  been  an  important  economy  in 
the  Wisconsin  valuation  work  through  the  use  of  valuation  figures  originally 
compiled  in  good  faith  by  the  railroad  companies,  with  modification  and  cor- 
rection of  same  in  the  light  of  subsequent  review.  There  has  also  been  a  con- 
siderable saving  through  the  use  of  a  joint  engineering  staff  serving  the  two 
commissions.  Certain  of  the  investigational  work  which  appeared  costly  at 
the  time  proved  economical  in  the  long  run  because  of  the  important  founda- 
tion established  for  later  activities  along  the  same  lines.  See  comments  as  to 
Wisconsin  under  the  heading  "  Cost  of  appraisal." 

CLASSIFICATION    OF    DATA. 

Very  little  information  worth  while  upon  this  subject  was  secured  by  our 
interrogatories.  Prof.  Adams  considers  this  topic  second  to  none  in  importance. 

A  proper  classification  of  the  data  will  make  the  work  valuable  regardless  of 
which  way  the  courts  may  ultimately  determine  these  issues  during  the  next 
few  years;  while  a  confused  combination  of  items  might  render  worthless  large 
volumes  of  information  which  are  compiled.  A  proper  separation  of  the  items 
is  one  of  the  most  important  factors  in  making  the  information  dependable  and 
useful. 

A  further  reason  making  this  item  of  importance  is  the  necessity  to  have 
some  uniformity  in  the  accounts  of  the  carriers.  A  railroad  traversing  10 
different  States  might  be  required  to  keep  its  accounts  in  10  different  forms  in 
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order  to  comply  with  regulations  of  the  10  different  States.  This  would  seeui 
au  unreasonable  and  unnecessary  hardship.  In  order  to  establish  some  reason- 
able standardization  of  forms  a  group  of  western  State  commissions,  which  have 
been  holding  a  series  of  conferences  during  the  past  year  relative  to  railroad 
valuation  matters,  appointed  a  committee  to  negotiate  with  the  different  State 
commissions  looking  toward  the  framing  of  a  reasonable  set  of  forms  which 
shall  be  adopted  substantially  as  a  standard  for  each  State,  complying  as  closely 
as  possible  with  the  classification  of  expenditures  as  prescribed  by  the  Inter- 
state Commerce  Commission.  This  work  has  already  borne  fruit,  a  series  of 
standardized  forms  having  been  submitted  to  the  carriers.  There  will  probably 
be  some  modifications  in  the  forms,  although  we  have  been  informed  that  some 
of  the  carriers  have  already  approved  them. 

Prof.  Henry  C.  Adams  makes  the  following  comment  upon  the  relative  im- 
portance of  this  part  of  our  work  in  a  communication  to  the  committee : 

It  seems  to  me  that  the  significance  of  an  authoritative  valuation  consists  quite  as  much 
In  the  classified  headings  under  which  the  report  is  submitted  as  in  arriving  at  a  final 
figure.  Such  a  classfication  would  of  necessity  bring  out  not  only  what  you  have  in  mind 
in  asking  what  one  has  to  say  of  unearned  increment,  but  it  would  bring  out  quite  a 
number  of  other  things  as  well.  For  example,  it  seems  to  me  that  the  amount  of  (.he 
present  value  of  railroad  property  traceable  to  improvements  paid  for  through  income 
ought  to  be  set  out  by  itself ;  that  the  intangible  or  commercial  value  of  a  railroad,  trace- 
able to  the  fact  that  a  first-class  road  is  operating  upon  a  schedule  of  rates  which  can  be 
maintained  although  unreasonably  high  because  necessary  for  a  third-class  road,  is  very 
important.  More  depends  upon  the  analysis  of  the  total  value,  and  of  the  definitions  erf 
the  headings  under  which  that  total  is  classified,  than  upon  any  other  one  factor. 

Mr.  Hurd  also  states  to  the  committee  that  it  is  of  great  importance  that 
we  shall  have  uniformity  and  standardization  and  a  clear-cut  interpretation  of 
just  what  should  be  within  the  several  items  of  an  appraisal.  He  further 
says: 

It  Is  true  that  some  of  the  general  items  in  different  localities  must  be  treated  in  a 
somewhat  varied  manner,  but  such  subjects  as  rolling  stock  and  equipment  for  railroads 
should  be  the  same  in  all  instances,  and  in  this  particular  item  a  considerable  of  saving 
in  the  expense  of  an  appraisal  could  be  made  possible  where  a  number  of  States  were 
interested  in  the  same  property. 

One  important  fact  we  have  learned  in  this  connection  is  that  the  science 
of  making  valuations  has  progressed  to  such  an  extent  that  it  is  entirely  feasi- 
ble at  this  time  to  so  classify  this  information  which  we  gather  that  it  will  be 
availble  for  use,  whatever  may  be  the  conclusions  of  the  legislatures  or  the 
courts  on  pending  questions. 

CONCLUSION. 

Securing  these  replies  during  the  course  of  one  year  has  the  added 
advantage  of  giving  us  the  benefit  of  the  most  modern  thought  upon 
the  questions  at  issue.  It  would  be  as  though  10  great  States  had 
just  completed  in  the  same  year  the  valuation  of  all  their  railroads, 
and  had  made  known  the  rules  and  methods  used  by  them  at  this 
time. 

One  of  the  most  suggestive  items  of  information  gathered  in  the 
analysis  of  this  data  is  the  variation  in  blanket  or  arbitrary  per- 
centages adopted  for  a  few  of  the  different  items  of  the  appraisal.  It 
has  been  somewhat  of  a  disappointment  that  our  interrogatories 
have  failed,  with  few  exceptions,  to  bring  out  the  facts  supporting 
these  percentages.  They  are  evidently  assumptions  of  the  engineer- 
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ing  profession;  but  it  would  seem  wise,  especially  in  view  of  the 
wide  disparity  in  the  percentages,  for  the  committee  in  the  future 
to  follow  up  this  matter,  and,  if  possible,  to  make  a  somewhat  critical 
analysis  of  the  actual  facts  justifying  the  percentages  which  have 
been  adopted. 

If  this  general  plan  of  work  should  be  pursued,  it  may  be  thought 
wise  not  to  consume  further  time  in  eliciting  reasons  or  discussions 
in  support  of  various  allowances  where  there  is  little  or  no  disagree- 
ment of  a  substantial  character. 

We  are  pleased  to  acknowledge  the  splendid  help  tendered  the 
committee  by  the  following  gentlemen : 

Prof.  M.  E.  Cooley,  who  was  in  charge  of  the  Michigan 

appraisal. 
Halford  Erickson,  of  the 

Railroad  Commission  of  Wisconsin. 
Henry  L.  Gray,  chief  engineer  of  the 

Washington  Public  Service  Commission. 
E.  C.  Hurd,  chief  engineer  for  the 

Nebraska  Railway  Commission. 
D.  F.  Jurgensen,  chief  engineer  for  the 

Minnesota  Railroad  &  Warehouse  Commission. 
A.  I.  Thompson,  chief  engineer  for  the 

Oklahoma  Corporation  Commission. 
K.  A.  Thompson,  chief  engineer  for  the 

California  Railroad  Com/mission;  and  formerly 

for  the 

Texas  Railroad  Commission. 
Carl  C.  Witt,  chief  engineer  for  the 

Kansas  Public  Utilities  Commission;  and  form- 
erly chief  engineer  for  the 

South  Dakota  Board  of  Railroad  Commissioners. 
These  gentlemen  prepared  original  papers  for  the  committee,  giv- 
ing the  essential  points  in  the  appraisals  of  their  respective  States, 
and  answering  the  interrogatories  propounded  by  the  committee. 
Most  of  them  also  sent  copies  of  their  instructions  to  engineers,  and 
the  blank  forms  used  by  their  commissions,  together  with  many  origi- 
nal and  important  suggestions  on  the  vital  issues  involved. 

We  are  also  in  receipt  of  a  brief  statement  from  Mr.  Commissioner 
Maltbie,  of  the  New  York  Public  Service  Commission;  rather  than 
answer  the  questions,  Mr.  Maltbie  referred  us  to  various  decisions 
and  books. 

Miss  Willie  Fields,  secretary  of  the  Tennessee  Commission,  also 
kindly  sent  a  very  brief  outline  of  the  valuation  methods  adopted  by 
that  commission. 

We  are  under  especial  obligations  to  the  authors  who  have  pub- 
lished various  monographs  on  different  phases  of  these  issues.  We 
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have  gathered  together  a  list  of  the  articles  upon  this  subject  which 
we  deem  may  be  worthy  of  your  notice.  This  will  be  printed  sepa- 
rately and  furnished  members  of  the  association. 

The  following  discussions,  reports,  and  monographs  have  been  filed 
with  the  committee  by  various  experts.  These  comprise  265  type- 
written pages : 

Railroad  Valuation — Reproduction  Cost,  New,  as  a  Sole  Basis  for  Rates,  by 
D.  F.  Jurgensen,  chief  engineer  Minnesota  Railroad  &  Warehouse  Commission. 

Per  Cent  of  Damage  as  Applied  to  Right  of  Way  and  Valuation  of  Railroad 
Right  of  Way,  by  E.  W.  Reed,  right  of  way  statistician  Nebraska  Railroad 
Commission. 

Principles  of  Appraisal  and  Development  Cost  of  Going  Value,  by  Halbert 
P.  Gillette,  late  chief  engineer  Washington  Railroad  Commission. 

Depreciation  of  a  Telephone  System  and  Method  of  Determining  the  Amount 
to  be  Yearly  Placed  in  a  Depreciation  Reserve  Fund  under  Straight  Line  or 
Sinking  Fund  Method,  by  F.  H.  Hanson,  connected  with  the  engineering  depart- 
ment of  the  Kansas  Commission. 

Depreciation,  by  B.  J.  Dalton,  connected  with  the  engineering  department  of 
the  Kansas  Commission. 

Land  Valuation  Methods  in  Wisconsin,  by  L.  P.  Jerrard,  connected  with  the 
engineering  department  of  the  Wisconsin  Commission. 

Development  Cost,  by  A.  I.  Thompson,  chief  engineer,  Oklahoma  Corporation 
•Commission. 

Development  and  Regulation  of  Telephone  Property,  by  F.  C.  Robinson. 

Equipment  Valuation,  by  E.  J.  Kates,  engineer  on  the  staff  of  the  Nebraska 
Railway  Commission. 

Many  very  significant  discussions  and  suggestions  are  offered  in 
these  documents  prepared  by  the  engineers  of  the  various  States, 
which,  it  seems  to  the  committee,  should,  after  perhaps  some  editing, 
be  placed  in  a  more  permanent  form  for  the  use  of  other  persons 
desiring  to  investigate  the  same. 

We  would  recommend  the  publication  of  the  reports  made  to  your 
committee  by  the  engineering  departments  of  the  various  States, 
together  with  an  abstract  of  the  forms  used,  and  accompanied  by  the 
monographs  described  above. 

We  believe  one  of  the  most  efficient  remedies  for  the  present  con- 
fused state  of  the  doctrines  relative  to  valuation  matters  will  be  to 
conduct  a  frank,  open,  and  intelligent  interchange  of  ideas  and  data 
amongst  the  various  States.  A  few  dollars  spent  in  this  manner  may 
save  many  thousands  caused  by  long  drawn-out  legal  battles  that 
might  have  been  avoided  in  the  first  place  had  we  possessed  at  that 
time  a  clear  understanding  of  the  facts  and  issues  involved.  This 
association  is  the  most  logical  tribunal  in  the  country  to  serve  as  a 
clearing  house  for  the  interchange  of  ideas  and  information  of  this 
character. 

We  tried  to  frame  a  series  of  questions,  given  in  full  in  another 
part  of  this  report,  so  as  to  go  to  the  meat  of  the  matter  and  to  draw 
out  information  as  to  just  where  disagreements  exist  at  this  moment 
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amongst  the  engineering  corps  of  the  various  States.  They  were 
intended  to  cover  substantially  all  the  vital  problems  at  issue  to-day. 
These  questions  were  drawn  with  as  great  care  and  intelligence  as  we 
could  exercise;  they  were  then  submitted  to  a  small  group  of  dis- 
tinguished specialists  for  their  criticisms  and  suggestions;  their  as- 
sistance was  very  courteously  extended  to  your  committee  by  these 
gentlemen.  We  have  also  succeeded  in  securing  definite  answers  to 
most  of  these  questions  from  every  State  that  has  made  a  valuation 
of  all  its  railroads  for  rate-making  purposes  during  recent  years. 
These  answers  from  the  heads  of  the  departments  in  the  various 
States  have  brought  clearly  into  the  light  the  extent  of  the  conflict 
in  the  rules  and  standards  existing  to-day,  what  the  important  issues 
are,  and  how  far  apart  these  men  are  at  this  time.  Now,  to  complete 
the  task  and  to  make  it  worth  while,  we  are  going  to  offer  certain  sug- 
gestions to  the  association  and  to  our  successors  upon  this  committee : 

The  committee  could  perform  a  valuable  service  if  it  would  superin- 
tend the  compilation  of  standardized  forms.  There  is  no  doubt  but 
what  the  engineers  of  several  States,  as  well  as  the  railway  companies, 
would  be  glad  to  cooperate.  . 

It  would  be  well  if  tables  of  current  unit  prices  could  be  gathered 
from  the  different  States  and  published,  together  with  sources  of 
information,  giving  an  account  also  of  methods  used  in  arriving  at 
the  said  prices.  The  real  need  for  a  publication  of  this  character  by 
some  central  body  may  be  understood  when  you  learn  that  one  well- 
known  engineer  stated  he  had  gathered  this  data,  but  refused  to  give 
it  to  others,  because  he  considered  it  Ms  own  property,  his  capital,  hid 
stock  in  trade ;  and  added  that  he  thought  no  engineer  would  be  will- 
ing to  disclose  his  information  of  this  character.  An  entirely  different 
spirit  actuates  the  engineers  in  the  group  of  a  half  dozen  Western 
States  which  has  been  holding  valuation  conferences  during  the  past 
year. 

The  third  and  most  important  service  that  could  be  rendered  by 
the  national  committee  would  be  either : 

(a)  To  request  of  those  who  may  be  interested  a  statement  or  argu- 
ment in  support  of  the  various  positions  taken  by  the  different  engi- 
neers as  developed  by  this  comparison  of  methods ;  or 

(6)  To  frame  a  set  of  recommendations  as  to  rules  and  methods  for 
making  valuations.  It  would  not  be  necessary  that  these  rules  should 
be  adopted  by  the  National  Association.  They  would  not  be  binding 
upon  any  person  or  any  commission  except  for  the  moral  effect  due 
to  the  care  and  thoroughness  of  the  investigation  preliminary  to  the 
framing  of  the  rules. 

The  fact  that  would  give  greatest  value  to  the  investigation,  or  else 
to  the  recommendaticns,  of  the  committee,  is  that  the  chief  cause  of 
disagreement  amongst  us  is  ignorance.  If  we  become  actually 
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acquainted  with  the  same  facts,  it  is  generally  a  long  step  toward 
establishing  an  agreement  between  us.  Of  course  that  is  not  always 
true ;  but  no  one  can  gainsay  that  a  frank  interchange  of  information 
and  arguments  on  valuation  matters,  which  such  a  program  on  the 
part  of  the  national  committee,  as  we  suggest,  would  compel,  would 
have  a  most  wholesome  effect  on  the  existing  tangle  of  ideas. 

If  the  committee  should  decide  to  make  definite  recommendations, 
the  announcement  of  that  fact  alone,  in  view  of  the  possible  influence 
of  such  recommendations,  would  become  a  powerful  incentive  for 
those  entertaining  diverse  views  to  present  able  and  carefully  drawn 
arguments  in  support  of  the  same. 

Frequently,  the  mere  stating  of  a  problem  helps  toward  its  solution. 
We  have  endeavored  to  definitely  locate  a  few  of  the  most  important 
points  of  difference  between  the  States,  to  outline  with  some  degree 
of  accuracy  the  extent  of  these  differences  in  opinion,  to  suggest, 
possibly,  the  relative  importance  of  the  same  in  the  entire  problem  as 
to  what  constitutes  the  fair  value  of  American  railroads,  and  to 
recommend  plans  that  may  tend  toward  bringing  about  a  greater 
harmony  and  consistency  in  our  actions  upon  these  matters. 
Respectfully  submitted. 

FRANKLIN  K.  LANE, 

MILO  R.  MALTBIE, 

ROYAL  C.  DUMN. 

J.  F.  SHAUGHNESSY, 

P.  W.  DOUGHERTY, 

G.  McD.  HAMPTON, 

CLIFFORD  THORNE  (Chairman), 
Committee. 

To  this  extremely  valuable  contribution  to  a  question  of  first  im- 
portance I  attach  my  name  as  a  member  of  the  committee,  claiming, 
however,  no  credit  for  the  great  labor  and  study  which  this  report 
represents  and  an  insufficient  acquaintance  with  its  details  to  justify 
anything  further  than  a  general  approval. 

FRANKLIN  K.  LANE. 


APPENDIX. 

QUESTIONS  ADDRESSED  TO  ENGINEERS  IN  CHARGE  OF  STATE  APPRAISALS. 

It  will  be  to  our  mutual  advantage  if  each  commission  will  have  compiled  a 
complete  analysis  of  the  methods  used  in  making  their  valuations,  going  into 
details.  There  is  not  one  engineer  with  whom  we  have  talked  who  has  not 
frankly  admitted  that  there  are  many  improvements  he  would  now  adopt  if  the 
work  was  to  be  performed  again,  many  "  short  cuts "  to  information  which 
would  mean  large  savings  in  time  and  money.  It  is  precisely  these  ideas  and 
suggestions  which  we  desire.  In  all  instances  proper  credit  will  be  given  to 
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the  engineer  or  person  offering  the  suggestions.     Also  state,  in  full,  methods 
used,  if  any,  in  keeping  the  valuations  up  to  date. 

In  addition  to  the  complete  analysis  desired  we  have  framed  a  few  concrete 
questions  covering  certain  specific  problems  about  which  there  is  some  conflict 
of  opinion,  which  we  especially  desire  to  be  answered,  with  all  comments,  criti- 
cisms, or  suggestions  that  may  occur  to  you.  If  you  did  not  observe  the  par- 
ticular division  or  classification  of  subjects  referred  to  in  any  question,  kindly 
so  indicate  and,  if  possible,  state  what  divisions  you  did  observe,  if  any,  upon 
that  topic.  Occasionally  there  will  be  found  some  duplications  in  the  questions. 
This  is  necessitated  by  circumstances  with  which  any  person  is  familiar  who 
has  had  occasion  to  examine  witnesses.  Kindly  describe  the  different  phases 
of  the  various  topics  suggested  in  the  questions  as  fully  as  you  are  able.  A 
thorough  discussion  of  methods  pursued  and  your  reasons  for  the  same  is  what 
we  icill  appreciate  the  most. 

1.  Q.  Give  purpose  of  valuation  (rate  making,  taxation,  or  other),  date  of  com- 
mencement of  appraisal,  date  concluded,  cost  of  entire  work,  total  value*  of 
property  appraised,  total  value  separated,  if  possible,  per  mile  of  main  line  and 
per  mile  of  branch  line,  size  of  force  employed,  method  of  division  of  work, 
blanks  used,  and  other  data  of  similar  nature. 

2.  Q.  Give  total  cost  of  making  appraisal,  and  average  per  mile  of  main  line 
and  average  per  mile  of  branch  line.     How  much,  if  any,  did  the  different  rail- 
way companies  expend  in  assisting  to  make  the  appraisal?    Were  these  latter 
sums  included  in  the  totals  stated  above? 

3.  Q.  Give  in  detail  the  methods  of  making  all  parts  of  the  appraisal.     (Of 
course  this  is  most  important ;  a  thorough,  concise,  yet  comprehensive,  statement 
will  be  highly  appreciated  by  the  entire  committee,  as  well  as  by  all  public- 
service  commissions  in  the  United  States.)     What  basis  did  you  adopt?     (Orig- 
inal cost;   value  new;  present  value;  earning  power;  capitalization;  cost  of 
reproduction,  new;  cost  of  reproduction,  in  present  condition  or  other  basis.) 

4.  Q.  Have   you    any    suggestions   to   offer   as   to   the   relative   justice   and 
fairness  of  the  cost  of  reproduction,  as  opposed  to  the  bona  fide  investment,  to 
be  taken  as  the  basis? 

5.  Q.  Were   you    able    to    obtain,    and    if    so    in   what   manner,    the   actual 
bona  fide  investment  represented  by  the  property?    Did  you  make  any  examina- 
tion of  the  books,  or  other  data  of  the  company;  and  if  so,  what  information, 
11  any,  did  you  obtain,  worthy  of  mention? 

6.  Q.  What    amount,    if    any,    did    you    find    expended    out    of    operating 
expenses,  income,  or  surplus  earnings,  for  permanent  improvements? 

7.  Q.  Under    what   headings   or    groupings   did    you    classify    the   different 
parts  of  the  appraisal?     State  clearly  the  meanings  attached  to  said  different 
headings. 

8.  Q.  What    methods    did    you    adopt    in    arriving    at    real    estate    values, 
Including  (a)  right  of  way,  and  (ft)  terminal  values? 

9.  Q.  What  remarks,   if  any,  have  you   to  offer  as  to  "  value  for  railroad 
purposes  "  ? 

10.  Did     yon     allow    for    severance    damages;     if    so,     in     what    manner 
did  you  arrive  at  the  amount?    This  question  contemplates  a  statement  of  the 
percentage,  if  any.  which  you  adopted,  to  be  added  to  the  cost  of  the  adjacent 
land,  or  land  equally  well  situated,  for  railroad  purposes,  in  order  to  cover 
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compulsory  purchase,  n  continuous  right  of  way,  cost  of  removal  of  existing 
buildings,  etc. 

11.  Q.  To    what    extent    were   official   records   of   sales   or    transfers   used 
in  arriving  at  the  values  of  real  estate  in  the  right  of  way? 

12.  Q.  Did  you   make   any   allowance   for  dwellings  or   barns  on  lands   of 
abutting  property  when  you  found  basis  to  which  multiple  must  be  applied? 

13.  Q.  What  effort,   if  any,   did  you   make  to  verify  truth   as   to   alleged 
consideration  paid  for  abutting  lands  as  shown  in  the  records  of  sales? 

14.  Q.  What  remarks,  If  any,  have  you  to  offer,  concerning  unearned  incre- 
ment? 

15.  Q.  How  much  allowance,  if  any,  did  you  make  for  overhead  charges,  and 
how  did  you  subdivide  such  expenses? 

16.  Q.  What  allowance,  if  any,  did  you  make  for  the  intangible  or  commercial 
value  of  the  railroads,  traceable  to  the  extraordinarily  high  efficiency  attained, 
as  compared  to  the  average  property? 

17.  Q.  Did  you  make  any  allowance,  and  if  so  on  what  basis,  (a)  for  going 
value,  (6)  for  good  will,   (c)  for  development  cost,   (d)   for  franchise  value, 
(e)  for  cost  of  securing  business?    Did  you  consider  these  elements  separately 
or  together? 

18.  Q.  What   allowances,   other   than   described   above,    did   you   make   for 
intangible  values,  and  upon  what  basis  and  upon  what  facts  did  you  determine 
the  same? 

19.  Q.  Upon   what  basis   did  you   determine,   and  how   much,   if  any,   did 
you  allow  for — (a)  subcontractors'  profits;  (6)  general  contractors'  profits;  (c) 
interest  during  construction;  (d)  wear  and  tear  of  materials  during  construc- 
tion; (e)  engineering  and  superintendence;  (/)  contingencies;  (g)  development 
expenses;  (h)  legal  expenses;  (i)  obtaining  franchise;   (j)  discount  on  stocks 
and  bonds;  (k)  lack  of  early  profits. 

20.  Q.  State  in  full  the  actual  facts  found  justifying  and  of  the  allowances 
made  for  the  items  described  in  the  preceding  question. 

21.  Q.  How  long  a  time  was  found  or  assumed  to  elapse  between  the  begin- 
ning and  conclusion  of  the  construction  of  the  property? 

22.  Q.  What  allowance,  if  any,  did  you  make  for  and  how  did  you  arrive 
at  the  cost  of  adaptation  and  solidification  of  roadbed? 

23.  Q.  What  allowance,  if  any,  did  you  make  for  and  how  did  you  arrive 
at  the  cost  of  working  capital? 

24.  Q.  By  what  methods  did  you  arrive  at  the  "present  values,"  as  dif- 
ferent from  the  cost  new,  of  the  different  items  making  up  the  property?    Was 
this  ascertained  by  personal  inspection,  or  computed  from  the  actual  ages  of 
the  different  articles,  or  was  some  other  method  adopted? 

25.  Q.  Did  you  allow  .for  depreciation ;  and  if  so,  what  amount  was  found 
and  how  did  you  determine  the  amount?    What  method  did  you  use  to  deter- 
mine the  depreciation  rates  for  the  various  portions  of  the  railway  plant,  and 
how  did  you  obtain  the  price  bases  for  determining  the  values  of  the  different 
parts  or  items? 

26.  Q.  What  method  did  you  adopt  in  apportioning  terminal  values  devoted 
to  Intrastate  and  interstate  business? 
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27.  Q.  What  method  did  you  adopt  in  apportioning  right-of-way  values? 

28.  Q.  What  method  did  you  adopt  in  apportioning  equipment  values? 

29.  Q.  If  you  apportioned  values  on  the  expense  basis,  describe  in  full  your 
methods  of  determining  intra state  expenses,     (a)  Were  you  able  to  find  the 
relative  amount  of  intrastate  and  interstate  traffic  in  through  and  local  trains? 
(6)    What   other  factors  were   involved   in   the  determination   of  intrastate 
expense? 

30.  Q.  What  method  did  you  adopt  for  apportioning  earnings  between  in- 
terstate local   to   your   State  and  interstate  not  local   to  your    State?     (In 
some  jurisdictions  it  has  been  customary  to  divide  values  in  proportion  to 
earnings,  and  in  determining  such  one  factor  has  been  intrastate  earnings  and 
the  other  that  portion  of  interstate  earnings  assumed  to  be  earned  up  to  the 
State  line.     It  is  this  latter  item  with  which  we  are  here  concerned.) 

31.  Q.  If  you  have  any  remarks  concerning  the  justice  of  the  methods  you 
have  adopted  as  to  any  of  the  above  facts,  kindly  insert  the  same  in  full  below 
the  answers  to  each  question. 

32.  Q.  Give  suggestions  relative  to  any  method  which  may  occur  to  you  for 
economizing  in  the  expenses  usually  incurred  in  making  these  appraisals. 

33.  Q.  Send,  if  possible,  seven  copies  of  all  the  documents  published  in  regard 
to  your  appraisal.     Kindly  do  not  fail  to  send  us  at  least  one  copy  of  all  such 
published  material. 

34.  Q.  Give  copy  of  statute  and  order  of  commission  under  which  appraisal 
was  made. 

The  CHAIRMAN.  The  next  committee,  gentlemen,  is  that  on  "  Kates 
and  rate  making." 

Mr.  WOOD,  of  Indiana.  The  committee  on  rates  and  rate  making 
respectfully  report  as  follows:  Mr.  Eshleman,  of  California,  added 
to  the  report  some  suggestions  in  the  shape  of  a  letter  to  me,  and  it 
is  now  being  distributed — the  addition  to  the  report  of  the  com- 
mittee. 

In  submitting  the  report  I  desire  to  say  that  it  was  very  much 
my  desire,  and  I  know  that  the  other  members  of  the  committee 
would  have  joined  me  in  the  wish,  that  we  could  have  had  the  deci- 
sion of  the  Supreme  Court  of  the  United  States  upon  the  great 
rate  cases  which  have  been  submitted  to  that  tribunal.  It  was  un- 
derstood, I  think,  by  most  of  us  that  those  cases  were  to  be  decided 
in  October.  At  least  that  was  the  report  in  the  newspapers,  and  I 
expected  to  have  the  benefit  of  those  decisions,  and  then  to  have 
assembled  the  committee  here  and  to  submit  a  more  definite  report, 
with  some  suggestions,  after  those  decisions  had  been  handed  down; 
but,  as  you  all  know,  those  decisions  have  not  been  handed  down,  so 
this  report  is  incomplete  on  that  account. 

(Mr.  Wood  thereupon  read  aloud  the  report  of  the  committee  on 
rates  and  rate  making,  together  with  the  addition  to  the  report  above 
referred  to.) 

Mr.  WOOD,  of  Indiana.  I  wish  to  call  the  especial  attention  of  the 
association  to  the  figures  tabulated  on  pages  10  and  11  of  your  com- 
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mittee's  report.  In  making  those  suggestions  I  desire  to  include 
an  idea  that  does  not  seem  to  have  been  expressed  here,  and  it  is  this : 

A  railroad  in  making  a  rate  makes  it  with  reference  to  its  revenues 
almost  necessarily,  but  when  a  commission  comes  to  making  a  rate — 
and  I  have  had  it  illustrated  in  my  State  in  three  or  four  important 
cases — it  has  general  supervision  of  all  the  rates  in  the  State  and  of 
transportation  as  it  affects  the  welfare  of  the  people  of  the  State.  For 
instance,  it  became  important  to  us  in  my  State  to  consider  the  rate 
on  fertilizer  used  or  made  from  ground  limestone.  The  educated 
men  who  analyzed  the  soil  said  that  its  use  was  necessary,  and  some 
of  the  farmers  investigated  the  matter  and  looked  to  see  what  the 
rate  was.  The  rate  was  72  cents  a  ton. 

Now,  a  little  investigation  showed  that  over  in  the  adjoining  State 
of  Illinois  the  rate  was  25  cents  a  ton,  and  on  account  of  that  low 
rate  one  concern  had  moved  20,000  tons  of  that  material  in  a  year — 
of  that  very  important  ingredient  to  put  into  the  soil — but  the  rail- 
road company  refused  to  reduce  the  rate  below  55  cents.  We,  how- 
ever, reduced  it  from  72  cents  to  42  cents,  the  same  rate  as  the  rate 
on  crushed  stone. 

Now,  all  those  considerations  come  to  the  State  rate-making  body, 
and  that  is  a  suggestion  that  I  intended  to  get  into  this  report,  but 
which  does  not  seem  to  be  included  along  with  the  others. 

Now,  I  move  that  this  report  be  received  and  printed,  and  as  Mr. 
Eshleman  has  not  yet  come  in,  that  when  he  returns  he  may  be  per- 
mitted to  call  it  up  again  for  the  purpose  of  discussing  it,  if  he 
desires  so  to  do. 

Mr.  SULLIVAN,  of  Ohio.  I  move  that  the  report  of  the  committee 
on  rates  and  rate  making  be  received  and  ordered  printed,  and  that 
the  privilege  be  given  at  any  proper  time  to  any  member  to  ask  that 
the  report  be  taken  up  for  discussion. 

The  motion  was  carried. 

HE  POUT  OF  THE  COMMITTEE  ON  RATES  AND  BATE  MAKING. 

The  committee  on  rates  and  rate  making  respectfully  report: 
The  members  of  this  committee  reside  so  far  from  each  other  that 
it  has  been  impossible  to  get  a  meeting  of  the  committee.  One  of 
the  members  resides  in  Vermont,  another  in  Nevada,  another  in 
Kansas,  another  in  Georgia,  another  in  California,  and  another  in 
Washington,  D.  C.  Under  these  circumstances  the  chairman  of  the 
committee  has  been  in  correspondence  with  its  members,  and  on  the 
resignation  of  Mr.  James  M.  Ambler,  of  Maryland,  a  member  of  the 
committee,  he  suggested  to  President  Staples  that  the  chairman  of 
the  Public  Service  Commission  of  Ohio,  one  of  the  best  rate  men  in 
the  national  association,  should  be  appointed  a  member  of  this  com- 
mittee. Mr.  Staples  informed  the  chairman  that  he  had  already 
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appointed  Hon.  James  S.  Ilarlan,  of  the  Interstate  Commerce  Com- 
mission, but  would  also  appoint  Mr.  Gothlin  to  assist  the  committee. 
Mr.  Gothlin,  however,  the  latest  addition  to  the  committee,  has  done 
a  great  part  of  the  work  in  preparing  the  report  of  the  committee. 
Mr.  E.  II.  Hogueland,  of  the  Kansas  commission,  has  done  the  bal- 
ance of  the  work,  and  these  two  gentlemen,  Mr.  Gothlin  and  Mr. 
Hogueland,  are  entitled  to  the  credit  of  the  report  which  follows: 
Mr.  Gothlin's  views,  in  most  of  which  the  chairman  of  this  com- 
mittee concurs,  are  as  follows: 

MR.  GOTHLIN'S  VIEWS  ON  RATES  AND  RATE  MAKING. 

The  general  average  of  railroad  freight  rates  in  the  United  States 
can  hardly  be  justly  criticized.  The  vice  in  the  freight  rate  situation 
seems  to  be  discrimination.  Railroad  officials  and  others  who  write 
or  speak  against  regulation  usually  "point  with  pride"  to  what  they 
consider  the  low  average  rate  per  ton  per  mile  in  the  United  States, 
and  it  must  be  admitted  that  the  average  rate  per  ton  per  mile  is  not 
high. 

The  important  function  of  regulative  bodies  with  regard  to  railroad 
freight  rates  would  appear  to  be  that  of  equalizing,  rather  than  that 
of  reducing,  rates.  That  the  general  average  be  low  is  no  consolation 
to  the  patron  who  is  subjected  to  excessive  rates;  that  there  are  in 
existence  freight  rates  which  are  excessive  at  the  same  time  that  the 
average  of  rates  is  low  seems  to  indicate  conclusively  that  some 
rates  are  too  low.  If  Smith  be  accorded  a  rate,  we  will  say,  of  $1 
per  ton  on  a  particular  commodity  for  a  long  distance,  and  he  be 
entirely  satisfied  with  the  rate,  realizing  that  it  is  much  lower  than 
the  average  of  rates  on  that  commodity,  for  that  distance,  Jones, 
nevertheless,  has  cause  for  complaint  if  he  be  charged  $2  per  ton  on 
the  same  commodity  for  a  like  distance  under  similar  circumstances 
and  conditions.  The  fact  that  the  average  on  the  two  rates  is  $1.50 
per  ton,  which  is  reasonable  per  se,  is  no  consolation  to  Jones. 

Were  it  possible  to  make  an  analysis  involving  comparative  tables 
of  rates  in  the  United  States  by  commodities,  territories,  and  dis- 
tances undoubtedly  it  would  develop  that  there  are  many  rates 
above  the  average  and  many  rates  below  the  average.  An  unduly 
low  rate  accorded  for  preferential  reasons  is  just  as  much  a  menace 
to  public  welfare  as  an  unduly  high  rate.  A  railroad  must  derive 
from  operations  revenue  sufficient  to  pay  operating  expenses  and  a 
reasonable  return  on  investment.  Therefore,  it  follows  as  a  natural 
deduction  that  if  some  rates  are  unduly  low  other  rates  must  be 
unduly  high  to  make  up  the  reasonable  average,  or  there  is  a  deficit. 

There  will  never  be  adequate  and  effective  regulation  until  regu- 
lative bodies  are  vested  with  power  to  establish  minimum  as  well  as 
maximum  rates,  and  actually  exercise  that  power.  The  reduction 
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of  rates  is  not  the  sole  function  of  a  commission  but  rather  the 
regulation  of  rates,  so  that  they  will  bear  with  relative  equality  upon 
the  entire  shipping  public. 

Then1  are  three  kinds  of  discrimination:  Discrimination  between 
pal  roiis.  discrimination  between  localities,  and  discrimination  between 
commodities.  Discrimination  as  between  patrons  was  formerly  the 
most  prevalent,  being  effected  by  rebating.  Since  the  abolition  of 
rebating  there  is  less  discrimination  of  this  kind.  But  discrimination 
between  localities  and  discrimination  between  commodities  still 
largely  obtain,  because  of  the  fact  that  these  two  kinds  of  discrimi- 
nation may  be  effected  by  tariff. 

The  trouble  seems  to  be  that  railroad  freight  rates  are  not  made 
upon  a  scientific  basis.  They  are  a  matter  of  development,  which 
development  has  followed  the  lines  of  least  resistance  rather  than 
any  logical  plan.  It  is  largely  a  case  of  guessing  at  half  and  multi- 
plying by  two.  There  is  yet  to  be  found  a  railroad  rate  maker  who 
can  give  a  reason  for  a  rate.  When  pressed  for  something  definite 
in  the  way  of  a  reason,  they  invariably  fall  back  upon  such  phrases 
as  "commercial  conditions"  or  "competitive  conditions,"  and  then 
are  unable  to  interpret  those  phrases.  When  asked  with  reference 
to  the  relation  of  a  rate  to  the  cost  of  service,  the  railroad  rate 
maker  will  almost  always  say  emphatically  that  he  knows  nothing 
about  cost,  and  is  usually  proud  of  that  fact,  notwithstanding  the 
vital  truth  that  the  cost  of  service  should  be  the  principal  factor  in 
all  rate  making. 

It  is  quite  fashionable  for  those  who  speak  or  write  against  govern- 
mental regulation  of  railroad  rates  to  say  that  regulation  means 
raiding  of  revenue.  As  a  matter  of  fact,  until  the  question  of  regu- 
lation came  up  railroad  rate  makers  paid  no  attention  whatever  to 
the  production  of  revenue  and  pay  very  little  attention  to  it  at  the 
present  time.  Regulation  has  not  resulted  in  a  reduction  of  reve- 
nue— in  fact,  the  tendency  has  been  to  conserve  revenue.  The 
abolition  of  rebating,  which  was  not  attained  until  regulation  com- 
pelled, effected  a  great  saving  in  revenue  which  the  carriers  them- 
selves previously  squandered  recklessly.  It  really  was  an  indirect 
advance  in  rates  all  along  the  line.  The  real  reason  why  railroad 
officials  object  to  regulation  is  not  that  they  fear  disaster  to  the 
revenue  from  regulation,  but  that  they  dislike  to  relinquish  the 
power  to  discriminate.  They  still  wish  to  be  in  a  position  to  say 
"yes"  to  Peter  and  "no"  to  Paul;  to  accord  a  preferential  rate  to 
one  and  impose  an  excessive  rate  on  the  other. 

Commissions  that  attempt  to  regulate  rates  should  give  adequate 
consideration  to  the  question  of  divisions.  Much  revenue  is  lost  to 
railroads  by  inequitable  divisions.  A  division  of  a  through  rate  may 
properly  be  less  than  a  local  rate,  but  there  is  a  limit  to  the  differentia- 
tion. When  the  division  of  a  through  rate  on  a  given  commodity  is 
45  cents  per  ton  from  A  to  B  and  the  local  rate  on  the  same  com- 
modity between  the  same  points  is  90  cents  per  ton  there  is  some- 
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thing  wrong;  cither  the  division  is  unduly  low,  or  the  local  rate  is 
unduly  high.  Some  railroad  attorneys  claim  that  commissions  have 
no  right  to  compare  local  rates  with  the  divisions  of  through  rates. 
This  contention  is  not  tenable.  At  the  present  time,  when  com- 
missions are  not  accorded  the  right  to  declare  rates  too  low  and 
order  them  advanced,  they  can  only  secure  a  degree  of  justice  to  the 
party  upon  whom  the  unduly  high  local  rate  is  imposed  by  regarding 
the  division  as  representing  a  compensatory  basis  and  adjusting  the 
local  rate  on  some  relation  thereto.  The  true  remedy  would  be  to 
require  the  unduly  low  pro  rate  to  be  advanced  to  a  reasonable  figure, 
and  then  reduce  the  unduly  high  local  rate  to  a  reasonable  figure. 

The  first  and  principal  reason  why  a  pro  rate  may  be  lower  than  the 
local  rate  is  that  it  involves  but  one  terminal  service,  while  the  local 
rate  involves  two.  If  the  haul  be  short,  the  cost  of  terminal  service 
bears  a  high  ratio  to  the  total  transportation  cost:  if  the  haul  be  long, 
it  bears  a  much  lower  ratio.  But  these  are  all  matters  of  computa- 
tion, and  not  serious  obstacles  to  the  framing  of  a  system  of  equitable 
rales. 

As  a  rule,  the  freight  rates  in  existence  at  the  present  time  do  not 
carry  sufficient  spread  between  rates  imposed  on  high-class  traffic 
and  rates  imposed  on  low-class  traffic.  The  value  being  equal,  the 
railroad  can  transport  heavy  commodities  of  small  bulk  for  a  lesser 
charge  than  commodities  of  large  bulk  and  light  weight.  Again, 
the  relation  of  weight  and  bulk  being  substantially  equal,  and  the 
values  of  the  commodities  widely  different,  the  carrier  is  entitled  to 
a  higher  rate  on  a  valuable  commodity  than  on  a  cheap  commodity, 
for  two  reasons:  First,  the  hazard  of  loss  and  damage;  or  in  other 
words,  the  insurance,  is  an  element  of  the  cost  of  transportation, 
and  a  very  important  element.  It  is  a  feature  of  transportation 
which  should  be  paid  for.  Second,  the  cost  of  transportation  has 
very  little  bearing  upon  the  ultimate  cost  to  the  consumer  when  the 
commodity  is  high  priced,  but  has  a  very  important  bearing  when 
the  commodity  is  low  priced.  To  illustrate:  A  difference  of  25 
cents  per  100  pounds  in  the  rate  is  a  negligible  quantity  when  the 
commodity  transported  is  silk  hats,  lead  pencils,  or  millinery. 
Twenty-live  cents  per  100  pounds  is  $5  per  ton.  One-tenth  of  that, 
or  .")()  cents  per  ton,  is  a  vital  matter  of  consideration  when  the 
commodity  transported  is  coal,  or  lumber,  or  pig  iron,  or  any  other 
low-priced  commodity.  On  such  commodities  a  very  slight  difference 
in  rates  will  make  or  unmake  the  markets  and  build  a  Chinese  wall 
a  found  the  producing  center,  so  far  as  markets  are  concerned,  when 
the  fates  from  that  producing  center  are  higher  than  from  a  competing 
center. 

The  greatest  handicap  upon  rate  regulation  that  has  developed 
since  the  enactment  of  the  act  to  regulate  interstate  commerce  was 
the  decision  of  the  Federal  Supreme  Court  to  the  effect  that  compe- 
tition created  dissimilar  conditions  and  circumstances  within  the 
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meaning  of  the  fourth  section.  t'ntil  the  change  in  the  act  no 
live  regulation  was  possible.  It  simply  meant  that  a  railroad 
might  carry  freight  a  given  distance  at  a  Joss  and  recoup  the  loss  by 
owssive  rates  on  unprotected  territory.  To  justify  a  higher  rate 
to  an  intermediate  point  than  obtains  to  a  point  beyond,  there  must 
be  very  unusual  and  peculiar  conditions.  Personally  I  can  conceive 
of  no  such  conditions,  but  I  am  willing  to  admit  that  in  one  case  out 
of  a  million  they  might  possibly  exist.  No  railroad  nor  no  Govern- 
ment has  a  moral  right  to  make  one  man  pay  the  bills  of  another  man, 
or  one  locality  pay  the  bills  of  another  locality,  or  to  build  up  one 
community  by  conferring  upon  it  artificial  and  unnatural  advantages 
to  the  injury  of  another  community,  the  natural  advantages  of  which 
are  destroyed  by  the  rate  basis.  Nor  do  I  believe  that  any  legist  at  ure 
can  confer  such  a  legal  right  if  the  logic  of  the  law  be  applied.  It 
violates  the  basic  maxim  of  all  law:  Salus  populi  suprema  lex. 
To  hold  that  a  railroad  may  for  any  reason  whatsoever  impose  a 
higher  basis  of  transportation  charges  on  an  intermediate  locality 
than  applies  to  a  locality  beyond  is  to  hold  that  it  may  despoil  one 
man  for  the  benefit  of  another.  The  whole  theory  is  against  all 
ideas  of  justice  and  right,  and  so  long  as  the  doctrine  is  recognixed 
there  can  never  be  effective  rate  regulation. 

There  are  some  commodities  than  can  move  naturally  by  water 
at  a  figure  much  lower  than  railroads  can  afford.  The  investors  in 
water  transportation  are  entitled  to  the  same  rights  under  the  law 
as  are  investors  in  railroad  transportation.  In  my  opinion,  the  law 
has  no  right  to  justify  railroads  in  transporting  freight  where  it 
comes  in  competition  with  water  transportation  at  figures  not  com- 
pensatory to  the  railroad  and  which  will  drive  the  water  transporta- 
tion out  of  business,  and  then  allow  the  railroad  to  make  up  the 
resulting  deficit  by  assessing  exorbitant  charges  upon  the  unprotected 
intermediate  territory.  The  public  should  be  allowed  to  avail  itself 
of  the  natural  advantages  of  all  classes  of  transportation.  If  water 
transportation  can  serve  a  particular  locality  at  less  than  the  railroad 
can  afford  to  serve  it,  it  should  be  allowed  to  use  that  transportation, 
and  the  railroad  should  not  be  allowed  to  interfere  with  it — certainly 
not,  when  it  becomes  necessary  to  put  an  exhorbitant  charge  upon 
the  unprotected  intermediate  territory  and  thus  enable  it  (the  rail- 
road) to  drive  the  water  competitor  out  of  business. 

The  theory  that  justifies  excessively  low  rates  on  raw  material  to  a 
producing  center  because  the  same  railroad  enjoys  the  haul  of  the 
finished  product  from  the  producing  center  is  fallacious.  All  rates 
should  be  just  and  reasonable.  Naturally  raw  material  is  usually 
accorded  lower  rates  than  finished  product,  because  its  character- 
istics as  a  commodity  justify.  Pig  iron  transported  to  a  factory 
town  can  be  carried  at  a  lower  rate  per  ton  per  mile  than  stoves,  into 
which  the  pig  iron  is  converted,  can  be  carried  out  of  the  same  town ; 
but  that  is  because  pig  iron  loads  heavier,  is  of  less  value,  and  less 
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liable  to  damage  than  stoves.  The  carrier  transporting  the  stoves  from 
the  factory  town  should  establish  fair  rates  on  stoves  as  stoves,  and 
« m  the  pig  iron  into  the  town  fair  rates  as  pig  iron.  If  that  is  done,  the 
-love  manufacturer  is  accorded  all  he  is  entitled  to.  He  is  not 
entitled  to  less  than  fair  relative  rates  on  his  inbound  shipments  of 
pig  iron  because  of  his  outbound  shipments  of  stoves. 

The  question  of  rates  is  one  thing,  of  tariffs  another,  and  yet  the 
two  are  so  closely  related  that  it  is  difficult  to  discuss  one  without 
the  other.  Rates  should  be  published  in  as  clear,  definite,  and 
simple  form  as  possible.  We  usually  express  this  idea  by  the  phrase 
"simplicity  of  tariff  publication."  This  does  not,  however,  fully 
represent  the  desired  end.  A  tariff  may  be  framed  so  that  the  sub- 
ject matter  is  easily  understood.  But  there  may  be  other  tariffs 
covering  the  same  territory  and  the  same  commodities;  to  illustrate, 
the  party  desiring  information  may  be  compelled  to  consult  a  clas- 
sification, an  exception  sheet,  a  class-rate  tariff  and  a  commodity 
tariff.  Besides  simplicity  in  tariff  publication,  we  need  reduction  in 
volume.  Class  rates  should  be  established  on  a  more  equitable  basis 
as  to  the  lower  classes,  the  number  of  commodity  rates  reduced,  and 
the  exception  sheet  abolished  altogether. 

There  is  really  but  one  factor  in  the  making  of  rates  and  that  is 
cost  of  service.  This  factor  is  divisible  into  numerous  elements  and 
these  elements  can  be  grouped  into  two  classes :  Elements  relating  to  the 
characteristics  of  the  railroad,  and  elements  relating  to  characteristics 
of  the  property  transported.  In  the  first  group  we  find  construction 
cost  and  transportation  cost;  in  the  second,  value,  bulk,  weight,  and 
liability  to  damage  of  the  property  transported. 

Under  the  head  of  construction  cost  are  to  be  considered  grades, 
terminals,  real  estate,  etc.;  under  the  head  of  transportation  cost, 
wages,  fuel,  maintenance,  administration,  taxes,  fixed  charges,  divi- 
dends, volume  of  traffic.  It  will  be  found,  of  course,  that  is  some 
localities  construction  cost  is  materially  higher  than  in  other  localities, 
justifying  a  higher  average  rate.  So  again,  in  some  localities  the 
volume  of  traffic  is  greater  than  in  other  localities,  and  volume  is  a 
very  material  influence  in  transportation  cost. 

The  elements  above  considered  affect  rates  as  a  whole;  that  is  to 
say,  that  the  rate  adjustment  on  a  particular  line,  made  with  refer- 
ence to  the  elements  above  cited,  may  yield  sufficient  revenue  to 
meet  the  requirements,  and  may  not  as  a  whole  bear  unduly  upon 
the  patronage;  nevertheless,  the  relation  of  rates  may  be  inequitable 
and  tax  unduly  some  of  the  patronage,  at  the  same  time  according 
preferential  treatment  to  some  of  the  patronage.  The  elements  of 
the  second  group,  which  are  characteristics  of  the  property  trans- 
ported, affect  more  particularly  the  relation  of  rates.  If  weight,  bulk, 
value,  and  liability  to  damage  are  given  due  consideration  in  the 
framing  of  rates,  the  resulting  relation  should  be  fair.  There  is  one 
element,  however,  that  may  be  considered  as  affecting  both  the  rates 
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as  a  whole  and  the  relation  of  rates — volume  of  traffic.  To  explain: 
A  M stein  on  which  the  ton-miles  of  transportation  are  double  that 
of  another  system,  can,  of  course,  transport  at  a  less  ton-mile  cost. 
A  large  part  of  this  excess  volume,  however,  may  be  of  one  commodit  \ . 
Such  being  the  case,  on  that  system  that  particular  commodity  i- 
entitled  to  a  relatively  lower  rate  because  of  the  excess  volume. 
That  part  of  the  report  prepared  by  Mr.  Hogucland  is  as  follows: 

MR.  HOGUELAND'S  REPORT. 

One  of  the  most  difficult  questions  the  commissions  have  to  solve 
is  what  constitutes  a  just  and  reasonable  rate.  Traffic  and  trans- 
portation conditions  are  of  course  widely  different  in  the  vai  ion- 
States,  but  your  committee  feels  that  a  study  of  State-made  rate- 
would  be  of  practical  value  to  the  members  of  this  association,  and 
for  that  reason  a  brief  analysis  of  the  rates  fixed  by  the  different 
States  is  given  in  this  report. 

Many  of  the  commissions  have  endeavored  to  work  out  an  equitable 
basis  for  intrastate  movement.  Of  the  40  State  commissions  now 
in  existence,  18  have  established  general  distance  schedules  of  rates 
which  vary  greatly  according  to  traffic  and  operating  conditions  in 
the  respective  States.  In  addition  to  the  18  States  that  have  estab- 
lished schedules,  such  States  as  Indiana  and  Nebraska  have  made 
exhaustive  investigations  into  the  reasonableness  of  the  railroad- 
made  rates,  but  have  not  yet  substituted  other  rates.  Indiana, 
however,  has  made  express  rates  now  in  effect  and  has  fixed  class 
rates  on  one  of  the  Pennsylvania  lines  which  would  be  a  standard 
maximum  for  class  rates  in  the  State,  except  that  its  order  in  relation 
thereto  is  now  in  litigation  in  the  Supreme  Court  of  the  United 
States.  Indiana  has  also  made  rates  on  fertilizers,  logs,  and  road- 
building  material,  and  has  made  uniform  demurrage  rates.  A  num- 
ber of  the  State  commissions  have  fixed  a  great  many  carload  and  Jess 
carload  commodity  rates. 

The  rates  fixed  by  the  Illinois  commission  are  probably  the  lowest 
as  a  whole  of  any  in  the  country,  first  class  reaching  50  cents  at  500 
miles.  For  the  shorter  hauls,  the  Iowa  scale  is  materially  lower. 
The  present  Tm^is  of  Iowa  rates  was  established  in  1889.  The  Kansas 
scale  was  adopted  in  1890,  and  is  considered  very  high.  An  attempt 
to  reduce  the  rates  very  materially  was  defeated  in  the  Federal 
court  in  1908.  The  first-class  rates  established  by  action  of  State 
commissions  are  shown  in  the  appendix. 

The  factors  considered  in  making  freight  rates  may  be  summarized 
as  follows: 

1 .  Value  of  service  to  the  shipper. 

2.  Cost  of  service  to  the  carrier. 

3.  Value  of  commodit}'  transported. 

4.  Risk  assumed. 
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5.  Volume  of  traffic. 

6.  Weight  and  bulk  of  articles. 

7.  Distance. 

8.  Competition. 

A  careful  study  of  the  rates  established  by  the  different  State  com- 
missions shows  a  great  dissimilarity  in  the  methods  employed  in  rate 
making.  In  half  a  dozen  States  efforts  have  been  made  to  fix  rates 
upon  a  scientific  basis  by  establishing  first  class  for  the  various  dis- 
tances and  fixing  all  other  classes  a  certain  per  cent  of  first  class. 
In  some  cases  the  first-class  rates  have  been  built  up  by  using  a  con- 
stant ascending  unit. 

The  following  bases  have  been  employed  in  the  States  named: 


1 

2 

3 

4 

5 

A 

B 

C 

D 

E 

California: 
30  miles  and  under  .                ... 

100 

90 

90 

70 

65 

65 

45 

40 

35 

30 

30  to  50  miles  

100 

88 

78 

G8 

62.5 

62.5 

42  5 

35 

30 

25 

50  to  100  miles  

100 

85 

75 

65 

60 

60 

40 

32.5 

27  5 

22  5 

Over  100  miles 

100 

85 

70 

62  5 

57.5 

57  5 

40 

30 

25 

20 

Minnesota.  

100 

834 

uf,;-; 

50 

40 

45 

35 

30 

25 

20 

Missouri,  Southern  Missouri  Pacific  ... 

100 

80 

70 

60 

50 

55 

45 

37.5 

27.5 

20 

Nebraska  proposed 

100 

85 

70 

55 

40 

45 

35 

30 

25 

20 

Oregon 

100 

85 

70 

60 

50 

50 

40 

30 

25 

20 

Washington  .         ... 

100 

85 

70 

60 

50 

50 

40 

30 

25 

20 

The  matter  of  joint  rates  over  two  or  more  lines  of  road  has  been 
jfore  a  number  of  State  commissions  and  different  schedules  have 
jen  adopted.  In  the  States  of  Florida,  Georgia,  and  Louisiana  the 

joint  rates  are  90  per  cent  of  the  combination  of  local  rates,  while 

Iowa  and  South  Carolina  the  basis  is  80  per  cent  of  the  sum  of  the 

>cal  rates,  and  in  North  Carolina  it  is  75  per  cent  of  the  combination. 

The  States  of  Arkansas,  Oklahoma,  and  Texas  have  adopted  the 

following  class  differentials  higher  than  the  continuous  mileage  rates 
>r  movement  over  two  lines: 

Class...  12345ABCDE 


Arkansas 10    876554433 

.Oklahoma 9876554432^ 

Texas 8765444322 

A  similar  basis  is  in  effect  on  various  commodities  in  these  States, 
he  Kansas  commission  is  now  proposing  a  scale  somewhat  analo- 
>us  to  the  Oklahoma  basis  for  two-line  hauls. 

The  work  of  establishing  freight  classifications  has  not  been  left 
itirely  to  the  railway  companies.  The  commissions  of  Florida, 
reorgia,  Iowa,  Illinois,  Mississippi,  Nebraska,  North  Carolina,  Texas, 
id  Virginia  have  established  State  classifications,  while  in  Arkansas 
id  South  Carolina  exceptions  to  the  current  classifications  in  those 

spective  States  have  been  issued  by  the  commissions. 

In  the  States  of  Florida,  Georgia,  Kansas,  Oregon,  Virginia,  South 
>akota,  and  Wisconsin  the  State  commissions  have  reduced  passen- 
jr  fares,  but  in  the  greater  number  of  States  this  action  has  been 
ikon  by  the  legislatures.  The  Missouri  Legislature  reduced  the 
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passenger  rate  1'roiu  3  to  2  cents  in  1905.  In  1906  the  Ohio  Legis- 
lature reduced  the  passenger  fare  from  3  to  2  cents,  while  the  rate  was 
reduced  to  2\  cents  in  Alabama  in  the  same  year;  and  in  1907  2-cent 
fare  laws  were  passed  in  Illinois,  Indiana,  Iowa,  Minnesota,  Michigan, 
Nebraska,  North  Dakota,  and  Pennsylvania. 

In  a  few  States  such  as  Alabama,  Kansas,  Minnesota,  and  Nebraska, 
the  legislatures  have  established  maximum  freight  rates  on  a  limited 
number  of  commodities. 

In  justice  to  the  carriers  and  shippers  there  should  be  a  fair  rela- 
tion established  between  rates  in  order  that  each  class  should  share 
its  portion  of  the  transportation  burden. 

The  first  element  to  be  ascertained  is  the  cost  of  the  terminal 
service. 

Under  normal  conditions  the  rate  per  ton  per  mile  for  the  road 
haul  should  constantly  decrease  until  a  minimum  is  reached.  With 
the  basic  rate  established,  the  other  class  rates  should  be  fixed  with 
definite  relation  thereto,  so  that  there  would  be  no  discrimination 
between  the  different  classes  for  varying  distances. 

The  fact  that  distance  tariffs  generally  have  not  been  made  by 
the  railroads  upon  any  such  plan  largely  accounts  for  the  many 
charges  of  discriminations  brought  by  shippers  throughout  the  coun- 
try. If  the  earnings  of  the  different  railway  companies  would  not 
justify  one  general  schedule  of  rates,  a  classification  of  the  roads 
should  be  made  and  a  higher  basis  allowed  for  the  weaker  lines. 

Whenever  commercial  conditions  require,  special  commodity  rates 
should  be  established,  but  they  should  very  properly  be  fixed  with 
relation  to  the  general  classification  ratings  for  such  articles. 

While  the  problems  confronting  the  commissions  in  the  making  of 
a  just  and  equitable  scale  of  rates  are  great,  equally  perplexing  is  the 
question  of  the  proper  classification  for  the  innumerable  commodi- 
ties offered  for  transportation.  So  far  as  possible  the  State  and  inter- 
state classifications  should  be  uniform,  but  there  are  in  every  State 
peculiar  local  conditions  that  must  be  considered  and  the  shipper's 
welfare  recognized. 

The  disposition  of  the  lawmakers  lias  been  to  allow  the  carriers  to 
advance  or  reduce  their  rates  at  will.  In  some  States  provision  has 
been  made  that  changes  can  not  be  made  in  the  rates,  rules,  regula- 
tions, or  service,  without  the  consent  of  the  State  commission.  This 
gives  the  governing  body  an  opportunity  to  investigate  the  reasona- 
bleness of  the  proposed  changes  in  order  to  determine  whether  they 
will  be  to  the  serious  disadvantage  of  shippers.  Such  regulation  has 
been  recommended  by  the  Interstate  Commerce  Commission  and  by 
the  association  in  previous  years.  No  rate  should  be  advanced  until 
the  approval  of  the  commission  has  been  secured.  In  this  way  the 
shipping  public  would  be  amply  protected,  and  the  burden  of  justi- 
fying the  increase  placed  upon  the  carriers  and  not  upon  the  shippers. 
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The  Interstate  Commerce  Commission  has  said: 

There  is  no  absolute  standard  of  a  reasonable  freight  rate,  and  there  is,  therefore, 
no  absolute  right  upon  the  part  of  a  railroad  to  charge  a  particular  rate.  Where  a 
given  rate  has  been  in  effect,  often  for  years,  a  strong  presumption  of  its  reasonableness 
arises,  and  there  is  no  hardship  in  giving  this  commission  authority,  in  its  sound 
discretion,  to  require  a  continuance  of  that  rate  until  opportunity  has  been  afforded 
to  investigate  the  proposed  advance. 

First-class  distance  rates  established  by  State  commissions. 


Miles.    ' 

Arkan- 
sas.1 

Califor- 
nia. 

> 
Florida.     Georgia. 

Kansas. 

Iowa. 

Illinois 

Minne- 
sota.' 

5 

Cents. 
15 

Cents. 
6 

Cents.         Cents. 
12 

Cents. 
13 

Cents. 
14 

Cents. 
10.5 

Cents. 
12 

10 
15 

17 
20 

7 
8 

24               16 

18 

15 

18 

14.8 
15.6 

12 
13.5 

12.98 
13.96 

20 

25 

22 

24 

9 

12 

28                20 
22 

20 

22 

16.4 

17 

15 
16.5 

14.94 
15.92 

30 
35 

27 
28 

12 
15 

32                24 
...   .                      26 

24 
15 

17.6 

18.2 

18.1 
19.6 

16.90 
17.88 

40 
45 

30 

31 

15 

18 

36                27 
29 

28 
30 

18.8 
19  4 

21.1 
22.6 

18.86 
19  84 

50 

32 

35 

18 
21 

40                30 
32 

32 
34 

20 

20.4 

23.3 

">4  1 

20.82 
21  80 

60 
65 

36 

38 

21 
25 

44                33 
35 

36 
38 

20.8 
21.2 

24.8 
25.6 

22.78 
23.76 

70 
75 

40 
42 

25 

28 

48                36 
38 

40 
42 

21.6 
22 

26.3 
27.1 

24.74 
25  72 

SO 
85 

43 
44 

28 
31 

52                39 

41 

44 
46 

22.4 

22  8 

27.8 
28  6 

26.70 
27  68 

90 
95 

45 
46 

31 
34 

56                 42 
44 

48 
50 

23.2 
23.6 

29.3 
30 

28.60 
29.  64 

100 
105 

47 

34 

60                 45 

52 
54 

24 

24.8 

30.8 
31.6 

30.  62 
31  60 

110 
115 

50 

37 

62                48 

55 
56 

25.6 

26.4 

32.3 
33.1 

32.58 
33.56 

120 
125 

53 

40 

64                51 

57 
58 

27.2 

28 

33.8 
34.2 

34.54 
35.52 

130 
135 

55 

43 

66                54 

59 
60 

28.8 
29.6 

34.6 
35 

36.50 
37  48 

140 
145 

58 

46 

68                57 

61 
62 

30.4 
31  2 

35.3 
35.7 

38.46 
30  44 

150 
155 

60 

49 

70                60 

63 
M 

32 
32.8 

36.1 
36.5 

40.  42 
41   40 

160 
165 

si 

52 

72                62 

65 
66 

33.  6 
34.4 

36.9 
37.1 

42.38 
43  36 

170 

175 

64 

55 

74                64 

67 
68 

35.2 
36 

37.5 

37  7 

44.34 
45  32 

180 
185 

66 

58 

70                66 

69 
70 

36.8 
37.6 

38 
38.4 

40.30 
47.28 

190 
195 

68 

60 

77                68 

71 
72 

38.4 
39.2 

38.7 
38.9 

48.26 
49  24 

200 

I'll) 
220 
230 
24(1 
250 
200 
270 

290 
300 
320 

71 
74 
76 
77 
78 
79 
80 
80 
81 
SI 
88 

62 
63 
64 
66 
67 
68 
68 
70 
70 
72 
72 
74 

78                70 
80                71 
82                72 
83                73 
84                 7 
85                75 
86                70 
87                77 
88                78 
89                79 
90    '            80 
92                V 

73 
74 
75 
76 
77 
78 
79 
SO 
81 
82 
83 
s:> 

40 
41.6 
43.2 
44.8 
46.4 
48 
49.6 
51.2 
52.8 
54.4 
56 
57 

39.1 
39.  6 
40.2 
40.7 
41.2 
41.7 
42.  3 
42.8 
43.3 
43.8 
44.4 
45.1 

50.22 
51.20 
52.18 
53.16 
54.14 
55.12 
.56.  10 
57.08 
58.06 
59.04 
60.  02 
01.98 

340 

76 

94                84 

87 

58 

45.9 

03  94 

360 

78 

96                So 

93 

.','.< 

46.6 

05.90 

:iSO 

80 

98                88 

$1.00 

00 

47.4 

07.  86 

400 

09 

$1.00                88 

1.10 

61 

48  1 

flit    V> 

420 

84 

91 

1.20 

62 

4S  .') 

70.80 

440 

86 

94 

1.30 

03 

48.9 

71.78 

4GO 

-. 

94 

64 

49.3 

7l>  70 

480 

65 

l!>  i, 

7:i.  74 

500 

66 

50 

74.  7'.' 

1  Rates  superseded  by  tariff  established  by  United  Sta.'es  court. 
1  Validity  of  rates  no\v  before  United  States  Supreme  Court. 
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Miles. 

Mis- 
souri.' 

Ne- 
vada. 

North 
Caro- 
lina. 

Okla- 
homa. 

Oregon. 

South 
Caro- 
lina. 

South 
Da- 
kota. 

Texas. 

Vir- 
ginia. 

Wash- 
ington. 

5 

Cents. 
15 

Cents. 
4.5 

Cents. 
12 

Cents. 
13 

Cents. 
10 

Cents. 
12 

Cents. 
10.80 

Cents. 

Cents. 

12 

Cents. 
10 

10 

15 

18 
20 

9 
13.5 

18 
22 

15 
17 

13 
16 

16 
20 

13.50 
16.20 

13 

15 

10 

13 
16 

20 
25 

22 

24 

18 
22.5 

26 
29 

19 
20.5 

19 

22 

24 
27 

18 
20.70 

17 
19 

20 

19 
22 

30 

35 

25 

27 

27 
31 

32 
34 

22 
23.5 

24 
26 

30 
33 

22.50 
24.30 

20 

22 

22 

24 
26 

40 
45 

28 
29 

35 
39 

36 
38 

25 
26.5 

28 
30 

36 

38 

26.10 

27 

24 
25 

24 

28 
30 

50 
55 

30 
31 

42 
45 

39 

40 

28 
29.5 

32 
33 

41 

27.90 
28.80 

27 
29 

28 

•32 
33 

60 
65 

32 
33 

48 
50 

41 
42 

31 
32.5 

35 

37 

44 

29.70 
30.60 

30 
32 

32 

36 
37 

70 
75 

34 
35 

53 

55 

43 
45 

34 

35.5 

39 
40 

46 

31.50 
32.40 

34 
35 

34 

39 
40 

80 

85 

36 
37 

57 

58 

45 

46 

37 
38.5 

42 
44 

50 

33.30 
34.20 

37 
39 

36 

42 
44 

95 
95 

38 
39 

60 
62 

47 
48 

40 
41.5 

46 

48 

53 

35.10 

40 
42 

38 

46 

48 

100 
105 

40 

41 

64 
66 

48 

43 
44.5 

50 
51J 

55 

36.90 

44 
45 

40 

50 
51.5 

110 
115 

42 
43 

68 
70 

50 

46 
47 

53 
54J 

56 

38.70 

47 
49 

40 
41 

53 
54.5 

120 
125 

44 
45 

72 
74 

52 

48 
49 

56 

57 

59 

40.50 

50 
52 

42 

56 

57 

130 
135 

46 
47 

76 

78 

54 

50 
51 

58 
59 

60 

42.30 

53 
54 

44 

58 
59 

140 
145 

48 
49 

80 
82 

56 

52 
53 

60 
61 

61 

44.10 

55 
57 

44 
44 

60 
61 

150 
155 

50 
51 

84 
86 

58 

54 
55 

62 

63 

62 

45.90 

58 
59 

47 

62 
63 

160 
165 

52 
53 

88 
90 

59 

56 

57 

64 
65 

63 

47.70 

60 
62 

47 

64 
65 

170 

175 

54 
55 

92 
94 

60 

58 
59 

66 

67 

64 

49.50 

63 
64 

49 

66 

67 

180 
185 

56 
57 

96 
98 

61 

60 
61 

68 
69 

65 

51.30 

65 
67 

49 

68 
69 

190 
195 

58 
59 

$1.00 
1.02 

62 

62 
63 

70 
71 

66 

53.10 

68 
69 

50 

70 
71 

200 
210 

60 
60.5 

1.03 
1.06 

63 
63 

64 
65.5 

72 
74 

67 
68 

54.90 

70 

72 

51 

52 

72 
74 

220 
230 

60.5 
61.5 

1.10 
1.13 

64 
64 

67 
68.5 

76 

78 

69 
70 

57.60 

74 

76 

52 
52 

76 

78 

240 
250 

61.5 
61.5 

1.17 
1.20 

65 
65 

70 
71.5 

80 

82 

71 

72 

60.30 

78 
(2) 

52 
52 

80 

82 

260 

62 

1.20 

65 

73 

84 

73 

63 

53 

84 

270 

63 

1.22 

66 

74.5 

86 

74 

53 

86 

280 

63  5 

1  23 

68 

76 

88 

75 

65  70 

53 

88 

290 

64 

1.24 

68 

77.5 

90 

76 

53 

90 

300 

64 

1  25 

75 

79 

91 

77 

68  40 

53 

91 

320 

65 

1.25 

75 

81 

95 

71  10 

53 

95 

340 

66 

1.25 

75 

83 

99 

73.80 

53 

99 

360 
380 
400 

66.5 
67 
08 

1.25 
1.25 
1.25 

78 
78 

85 
87 
89 

$1.03 
1.07 
1.10 

76.50 
79.20 
81.90 

53 

$1.03 
1.07 
1.10 

420 

1  25 

91 

1.14 

1.14 

440 

(3) 

93 

1.18 

1.18 

460 

1.22 

1.22 

480 

1.26 

1.26 

500 

(4) 

1.29 

1.29 

1  Applies  on  and  north  of  Missouri  Pacific  main  line. 

1  Over  245  miles,  80  cents. 

>  Over  425  miles,  $1.25. 

4  450  miles  and  over,  94  cents. 

REPORT  OF  MR.  WOOD,  CHAIRMAN. 

The  chairman  of  this  committee  in  addition  to  the  suggestions 
made  by  Mr.  Gothlin  and  Mr.  Hogueland  desires  to  suggest  further 
that  the  making  of  a  rate  depends  very  much  on  who  makes  the  rate. 
One  of  the  State  commissions  in  an  order  made  by  it,  said: 

The  power  to  fix  rates  and  charges  for  transportation  is  an  attribute  of  sovereignty, 
because  in  operating  a  public  highway  a  transportation  corporation  exercises  the  power 
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of  the  sovereign.  This  power  over  public  highways  constructed  for  public  use  to 
accommodate  public  travel  and  secure  public  convenience  is  a  matter  of  public 
concern  and  is  absolutely  essential  to  government. 

Granting  that  these  views  are  correct,  as  they  seem  to  be,  it  follows 
that  the  making  of  a  rate,  the  fixing  of  a  charge  for  using  a  public 
highway,  is  a  governmental  matter.  In  this  country  generally  it  is 
so  regarded,  and  Federal  arid  State  commissions  have  been  established 
with  broad  powers  in  the  matter  of  fixing  and  determining  railroad 
rates.  Now  any  governmental  agency  will  consider  first  in  coming 
to  any  conclusion  about  a  matter  within  its  jurisdiction,  what  is 
best  for  the  people  generally,  the  public,  and  clearly  it  is  best  in  this 
country  for  the  public  that  the  cheapest  rate  should  be  made  that 
will  yield  a  fair  return  to  money  allowed  by  the  Government  to  be 
invested  in  the  construction  and  operation  of  public  highways.  The 
railroad's  well-known  maxim  to  charge  what  the  traffic  will  bear  is 
susceptible  of  quite  a  different  interpretation.  Practically,  it  meant 
that  the  traffic  manager,  whose  duty  it  was  to  get  the  best  rates  for 
the  people  who  appointed  him,  should  generally  exact  from  any 
traffic  the  highest  rate  which  would  move  that  traffic.  Beyond  that 
was  the  destruction  of  the  traffic  itself.  In  all  the  States  of  this 
great  country,  this  was  the  chief,  if  not  the  only  traffic  rule  for  many 
years.  As  long  as  competition  actual  or  so  called  among  the 
carriers,  not  a  very  strong  force  in  any  event,  controlled  to  some 
extent  the  making  of  rates,  it  was  not  believed  to  be  necessary  for 
the  Government  to  interfere.  Of  course  this  competitive  force 
caused  very  great  discriminations  and  ruinous  fluctuations  in  rates, 
and  for  this,  as  well  as  for  the  reason  that  rates  were  deemed  to  be 
too  high,  the  Federal  Government  and  the  general  assemblies  of  nearly 
all  the  States  commenced  to  exercise  legislative  power  to  make 
maximum  rates,  beyond  which  the  companies  were  not  permitted  to 
go.  Generally,  this  was  done  by  means  of  commissions,  in  some  cases 
strong  commissions,  in  others  weak  commissions,  but  all  representing 
the  public  as  well  as  the  carriers,  and  seeking  to  prevent  exactions, 
extortions,  abuses,  and  undue  discriminations.  This  is  regulation 
as  now  fixed  by  the  laws  and  customs  of  the  land.  As  suggested 
above,  the  first  consideration  for  such  legislative  action  is  the  greatest 
good  to  the  greatest  number;  the  lowest  rate  that  will  move  and 
continue  to  move  the  traffic  of  the  different  commodities  produced 
and  manufactured  in  the  different  sections  of  this  country  from  one 
end  of  it  to  the  other,  and  to  the  seaboard,  in  order  that  such  traffic 
may  be  exported.  So  that  practically  we  have  substituted  in  this 
country  for  the  railroad-made  rates,  legislative  regulative  rates,  and 
there  is  to  be  found  no  person  so  bold  as  to  say  that  such  substitution 
has  not  resulted  in  the  best  good  for  the  greatest  number.  It  may 
bo  affirmed  also  that  on  account  of  the  large  number  of  rebates  put 
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an  end  to  and  effectually  abolished,  such  carriers  as  desired  to  l>e 
fair  in  their  dealings  with  the  public  and  to  receive  only  in  return 
for  the  money  invested  by  them  a  fair  interest  upon  the  actual  value 
of  the  property  have  been  also  benefited. 

Now.  then,  it  seems  to  us  that  here  is  the  principle  upon  which  we 
-.t.-iit,  a  reversal  of  the  old  rule  of  all  the  traffic  will  bear,  to  proceed 
under  another  rule  of  general  and  public  application,  of  the  least  the 
traffic  will  bear,  a  fair  return  to  the  capital  invested  in  the  business 
considered;  and  starting  from  this  point  other  rules  and  traffic  cus- 
toms and  percentages  and  joint  rates,  and  reciprocal  arrangements 
and  costs  of  transportation  and  terminal  facilities  and  all  that  may  be 
properly  considered  in  the  making  of  fair  and  just  rates. 

REPORT    OF    E.    H.  WALKER. 

Owing  to  the  large  amount  of  work  devolving  upon  me  as  secretary 
of  the  Nevada  Railroad  Commission,  it  has  been  almost  impossible 
for  me  to  give  the  study  to  the  subject  which  is  necessary  to  form  any 
definite  opinion  as  to  w7hat  would  be,  in  my  judgment,  a  proper  report 
for  the  committee  on  rates  and  rate  making  to  render  to  the  associa- 
tion. 

The  subject  is  certainly  a  broad  one,  covering  the  very  foundation 
of  the  rate  making  system,  in  which  will  have  to  be  considered  every 
element  to  be  used  in  coming  to  a  conclusion  as  to  what  would  be  a 
reasonable  rate  or  scale  of  rates  in  the  view  of  regulating  bodies  and 
which  could  be  sustained  in  the  courts  which  review  orders  in  such 
cases. 

I  can  understand  that  it  is  possible  for  the  various  State  commissions 
in  the  United  States,  and  the  Interstate  Commerce  Commission,  to 
adopt,  in  time,  some  uniform  principle  in  the  method  of  arriving  at 
decisions  wherein  the  regulation  of  rates  is  being  considered,  but 
owing  to  the  varying  conditions  prevailing  throughout  the  country, 
this  will  be  a  work  of  great  difficulty.  For  example,  in  a  State  that 
has  a  large  population,  the  railroads  carrying  heavy  intrastate  tonnage 
and  passenger  traffic,  as  well  as  heavy  interstate  tonnage  and  passenger 
traffic,  as  compared  with  the  conditions  existing  in  such  States  as 
Idaho,  Utah,  Nevada,  Arizona,  and  other  intermountain  States,  it  is 
doubtful  to  my  mind  whether  at  this  time  a  uniform  method  could  be 
adopted. 

Again,  when  a  study  is  made  of  the  decisions  of  the  United  States 
courts  in  rate  matters,  it  seems  to  leave  us  completely  in  the  dark  as 
to  what  a  uniform  method  of  rate  making  should  be.  One  court  says 
that  State  commissions  have  no  authority  to  regulate  intrastate 
rates,  if  such  regulation  affects  an  interstate  rate;  another  rules  that 
the  cost  of  reproduction  of  a  railroad  shall  be  used  as  the  basis  for 
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return  upon  the  investment;  still  another  rules  that  the  actual 
amount  spent  for  road  and  equipment,  less  depreciation,  shall  be  the 
basis.  Then  there  are  conflicting  rulings  of  the  courts  on  how  to 
apportion  expenses  as  between  freight  and  passenger  business,  and 
interstate  and  intrastate  business,  some  courts  using  the  revenue 
basis,  others  train  mileage,  engine  mileage  or  actual  expense  where 
the  same  can  be  obtained.  I  could  go  on  indefinitely  relative  to 
conflicting  court  rulings  on  the  subject  of  rates  and  rate  making. 
To  my  knowledge  none  of  the  various  methods  applied  by  inferior 
courts  have  become  well  settled  law  by  decision  of  the  Supreme  Court 
)f  the  United  States,  although  there  are  numerous  cases  pending 
jfore  that  body. 

However,  it.  is  undoubtedly  the  duty  of  the  association,  if  pos- 
sible for  it  to  do  so,  to  lay  down  some  rule  or  principle  to  be  used  in 
jcertaining  reasonable  rates,  which  should  be  followed  as  far  as 
>ossible  by  all  commissions,  thereby  putting  a  uniform  system  into 
Feet  throughout  the  United  States,  such  rule  or  principle  to  stand 
>r  fall  according  to  the  decision  of  the  Supreme  Court,  which  would 
eventually  pass  upon  the  same. 

As  stated  before,  I  do  not  feel  that  I  could  even  suggest,  at  this 
time,  as  to  what  the  report  of  this  committee  should  be,  as  whatever 
lie  or  principle  to  be  adopted  would  embody  so  many  matters  of 
let  ail,  such  as  the  consideration  that  must  be  given  to  valuation, 
capitalization,  segregation  of  earnings  and  expenses  between  intra- 
state and  interstate  business,  and  freight  and  passenger  business, 
Comparisons  of  rates,  extent  of  consideration  to  be  given  rail  and 
rater  competition,  ratios  of  expenses  to  earnings,  etc.,  that  it  seems 
ibsolutely  essential  to  my  mind  that  the  committee  on  rates  and  rate 
laking  would  have  to  hold  several  meetings  at  which  all  points  in 
sue  could  be  thoroughly  discussed  and  acted  upon  in  something 
ce  a  scientific  manner. 

The  Nevada  Railroad  Commission  in  conjunction  writh  the  Cali- 
fornia, Oregon,  and  Arizona  commissions,  is  about  to  make  a  thorough 
ivestigation  on  the  subject  of  the  proper  method  of  apportioning 
iterstate  and  intrastate  revenues  and  expenses  and  passenger  and 
freight  expenses  on  such  railroads  as  operate  between  two  or  more 
States.  I  will  be  called  upon  by  the  Nevada  commission  to  assist, 
carrying  out  this  work.  As  the  subject  is  one  which  has  an  impor- 
it  bearing  on  the  question  of  rates  and  rate  making.  I  will  endeavor 
be  in  a  position  to  render  an  outline  of  the  Nevada  commission's 
riews  upon  the  matter  at  the  meeting  of  the  national  association  in 
fovember,  provided  it  is  the  desire  of  the  association  to  have  the 
question  brought  up  at  that  time  and  the  Nevada  commission  has 
niched  its  conclusions. 
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In  closing;  [  might  suggest  that  our  coiriinittee  recommend,  among 
other  things,  that  the  committees  on  plans  for  ascertaining  fair  valu- 
ations of  railway  property,  statistics  and  accounts  and  rates  and 
rate  making  bo  consolidated,  to  be  known  as  the  committee  on  rates 
and  rate  making,  valuation  of  railway  property  and  statistics  and 
accounts,  consisting  of  one  or  more  representatives  selected  from 
each  commission  in  the  United  States;  that  a  subcommittee  con- 
sisting of  three,  iive,  or  seven  members  be  selected  from  the  com- 
mittee with  the  power  to  hold  meetings,  conferences,  and  hearings 
whenever  and  wherever  deemed  expedient  during  the  ensuing  year, 
the  subcommittee  to  report  its  findings  to  the  committee  proper, 
which  in  turn  shall  be  in  a  position  to  recommend  to  the  association 
at  its  1913  meeting  the  adoption  of  a  uniform  method  of  rate  making 
for  all  commissions  in  the  United  States. 

I  believe  that  it  would  be  possible  for  a  committee  to  render  such 
a  report  in  1913  if  the  work  were  taken  up  in  a  methodical  manner 
and  the  subject  given  earnest  study  by  its  members  during  the  ensu- 
ing year.  Of  course  any  uniform  system  adopted  by  the  commis- 
sions would  have  to  run  the  gauntlet  of  the  courts,  but  it  would  prob- 
ably be  better  to  have  a  uniform  system  adopted  in  this  manner, 
having  the  united  support  of  all  commissions  in  the  United  States, 
than  to  have  the  commissions  and  courts  working  at  cross  purposes 
as  they  are  at  present.  In  the  end  a  uniform  method  of  rate  making 
might  be  attained. 

Unless  something  unforseen  happens,  I  intend  being  present  at 
the  meeting  of  the  association  this  year,  and  whether  I  am  able  to 
or  not  it  will  be  my  pleasure  to  cooperate  with  members  of  the  com- 
mittee and  association  in  so  far  as  I  am. able. 

MB.  ESHLEMAN'S  VIEWS  ON  BATES  AND  BATE  MAKING. 

T  do  not  know  what  form  the  recommendation  of  the  several  mem- 
bers of  the  committee  on  rates  and  rate  making  is  to  take;  but  in 
order  that  I  may  do  something  in  the  matter,  I  will  merely  write 
you  a  few  of  my  ideas  on  the  subject,  which  may  be  used  as  you 
see  fit. 

This  commission,  as  you  know,  deals  with  the  rates  of  all  public 
utilities  and  is  not  confined  to  railroads.  I  assume,  however,  that 
the  national  association  is  only  interested  in  railroad  rates,  although 
many  of  the  same  principles  undoubtedly  obtain  in  the  rates  of 
other  utilities  as  exist  with  reference  to  railroad  rate  making. 

As  we  all  know,  railroad  rates  in  the  main  have  "  just  growed." 
The}r  are  the  result  of  the  practice  of  traffic  managers  in  following  the 
line  of  least  resistance.  I  do  not  mean  to  say  that  it  is  my  opinion 
that  there  is  no  logic  in  the  system  of  rates  prevailing  on  the  lines 
of  the  various  carriers,  but  I  do  mean  to  say  that  there  are  innumer- 
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able  inconsistencies  Avhich  are  the  direct  result  of  the  traffic  man- 
agers following  lines  of  least  resistance. 

We  have  urged  upon  us  from  time  to  time  several  distinct  theories 
of  rate  making,  the  one  most  favored  by  the  railroads  being  the 
"  value  of  the  service  to  the  shipper,"  and  finding  its  legal  support 
in  the  Covington-Turnpike  and  like  case?,  and  the  one  apparently 
most  favored  by  regulative  authorities  is  the  "  cost  of  service  "* 
theory. 

This  association  is  too  familiar  with  the  many  difficulties  in- 
herent in  the  application  of  either  of  these  theories  to  make  it 
necessary  for  me  to  discuss  them  in  detail.  A  few  of  the  more  im- 
portant, however,  should  be  borne  in  mind.  It  readily  appears  that 
the  "value  of  the  service  to  the  shipper"  theory  is  not  sound  from 
the  standpoint  of  the  rate-paying  public  as  a  basis  to  be  applied 
to  the  entire  volume  of  rates,  for  the  "  value  of  the  service  to  the 
shipper,"  of  course,  depends  upon  what  the  shipper  can  afford  to 
pay  and  live,  and  this  theory,  naturally  quite  popular  from  the  rail- 
road standpoint,  if  applied  consistently  would  give  all  of  the  profit 
of  any  industry  dependent  upon  transportation  to  the  carriers  be- 
yond the  mere  cost  of  carrying  on  the  industry  and  the  bare  living 
of  those  engaged  therein.  Under  this  theory  the  necessity  of  the 
shipper  will  be  the  measure  of  the  freight  rate,  and  the  farmer  who 
has  produce  to  market  will  market  it  provided  the  freight  rate  is  not 
so  high  that  he  can  afford  better  to  let  it  rot.  This  theory,  however, 
does  have  an  important  place  in  rate  making,  and  it  is  the  failure 
to  recognize  this  fact  that  produces  most  of  the  difficulties  in  ap- 
plying the  other  main  theory  of  rate  making,  namely,  the  "cost  of 
the  service  "  theory. 

Transportation  is  not  a  private  enterprise;  the  mere  fact  that  it  may 
be  regulated  legally  is  an  admission  that  it  is  different  from  private 
industry.  The  Government  may  regulate  any  industry,  of  course, 
when  it  occupies  such  a  relation  to  the  public  that  the  ordinary  neces- 
sities of  business  will  not  prevent  the  imposition  of  undue  burdens 
upon  the  patrons  of  such  business.  But  when  the  industry  assumes  a 
place  in  the  life  of  a  people  that  requires  the  Government  to  put 
restrictions  upon  it  for  the  benefit  of  the  people,  then  by  so  much 
are  the  ordinary  rules  applying  to  trade  changed  as  regards  such 
industry.  The  rights  of  capital  invested  in  such  an  industry  are 
not  the  same  as  the  rights  of  capital  invested  in  a  business  which  does 
not  require  regulation,  because  the  duties  of  this  industry  are  dif- 
ferent from  the  duties  of  a  private  industry.  The  failure  to  recognize 
this  fact,  to  my  mind,  has  led  to  much  of  the  confusion  which  we 
find  to  exist  in  the  minds  of  those  who  attempt  to  regulate  utilities. 
Railroads  may  and  are  regulated  because  they  occupy  a  relationship 
to  their  patrons  which  makes  it  possible  for  them  to  take  an  undue 
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advantage  of  such  patrons  unless  some  outside  agency  shall  inter- 
vene, and  thi.s  fact  makes  legally  proper  regulation  by  the  State. 

It  is  to  the  interest  of  all  the  people  that  commodities  move 
freely,  and  this  interest  of  all  the  people  is  paramount  to  the  private 
interest  of  capital  invested  in  railroads.  If,  therefore,  a  carrier 
may  of  a  right  exact  a  reasonable  return  for  the  performance  of 
each  individual  service  which  it  performs  for  its  patrons,  it  is  placed 
in  a  position  where  it  may  at  its  option  prevent  the  movement  of  a 
great  amount  of  traffic.  In  other  words,  if  a  railroad  has  a  right 
to  demand  as  to  every  act  which  it  performs  for  its  patrons  a  reason- 
able return,  it  has  it  in  its  power  to  prevent  the  movement  of  all  of 
the  lower  grade  commodities.  If,  on  the  other  hand,  every  shipper 
who  presents  to  the  railroad  a  commodity  for  transportation  has  a 
right  to  have  that  commodity  transported  to  its  destination  at  a  rate 
which  will  represent  the  proportionate  cost  of  the  transportation  of 
such  commodity,  then  the  shippers  of  the  higher  class  commodities 
have  it  in  their  power  either  to  prevent  the  movement  of  the  lower 
classes  of  commodities  or  to  impose  upon  the  carrier  the  burden  of 
performing  its  public  service  in  its  entirety  at  less  than  a  reasonable 
return. 

A  clear  understanding  of  these  two  considerations  will  enable  us 
to  give  the  proper  place  to  the  "  value  of  the  service  to  the  shipper  " 
theory,  and  will  disclose  the  real  meaning  of  the  term  "  what  the 
traffic  will  bear."  When  the  interest  of  the  public  requires  that  a 
commodity  move,  and  the  value  of  the  commodity  is  too  low  or 
other  conditions  make  it  impossible  for  that  commodity  to  bear  its 
proper  proportion  of  the  total  freight  charge,  then  the  carrier  may 
not  impose  any  higher  rate  upon  such  traffic  than  such  traffic  will 
bear.  In  other  words,  there  is  a  limiting  rate  beyond  which  the 
carrier  may  not  go  and  the  traffic  move,  and  the  carrier  does  not 
have  the  right  to  refuse  to  carry  this  traffic  at  such  rate  if  the  public 
necessity  requires  it  to  move. 

I  am  aware  that  I  am  leaving  open  here  a  very  large  field  of 
inquiry,  for  one  of  the  difficulties  that  must  always  confront  a  carrier 
and  a  rate-fixing  body  is  how  to  determine  when  the  public  necessity 
requires  traffic  to  move,  but  I  am  only  dealing  in  the  general  problems 
involved  in  rate  making  as  I  see  them,  and  hence  will  not  attempt 
to  discuss  these  important  but  secondary  matters. 

If  a  carrier  may  be  required  to  handle  some  business  at  less  than 
its  proportional  rate,  then  it  inevitably  follows  that  this  carrier 
must  be  allowed  to  handle  other  traffic  which  can  stand  a  higher  rate, 
and  receive  for  such  service  a  greater  proportional  rate  than  such 
service  might  otherwise  demand.  This  I  consider,  in  brief,  to  be  the 
significance  of  the  term  "  all  the  traffic  will  bear."  But  the  fact  that 
the  carrier  may  be  required  to  handle  one  class  of  freight  at  its  less 
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than  proportional  expense  does  not  justify  it  in  taking  all  the  margin 
of  profit  as  to  such  freight,  or  as  to  the  higher  classes  of  freight; 
because  if  it  were  justified  in  so  doing  the  rest  of  us  might  just  as 
well  go  out  of  business,  for  ultimately  all  the  capital  of  the  country 
would  be  in  the  hands  of  the  transportation  enterprises. 

The  "  cost  of  service  "  theory  also  has  its  difficulties,  a  portion  of 
which,  as  I  have  already  indicated,  are  obviated  by  a  proper  con- 
sideration of  the  matters  which  we  have  just  discussed.  As  to  the 
ordinary  utility,  it  is  well  established  that  a  reasonable  return  upon 
a  fair  value  of  the  property  used  and  useful  for  the  public  service  is 
what  the  money  invested  therein  has  a  right  to  demand,  but  our  rail- 
road friends  strenuously  urge  that  this  does  not  apply  to  them. 
They  say  that  if  such  a  rule  be  imposed  it  will  do  away  with  all 
classifications  of  freight ;  that  it  will  require  a  dead  level  of  freight 
rates,  which  will  prevent  a  great  proportion  of  the  commodities  now 
carried  from  moving  at  all;  and  they  strenuously  urge  that  the  old 
doctrine  of  the  "  value  of  the  service  to  the  shipper  "  shall  be  revived, 
because  of  the  fact  that  under  any  other  theory  the  dire  results  just 
indicated  will  follow. 

r>y  the  "  cost  of  service "  theory,  as  I  here  discuss  it,  I  mean,  of 
course,  that  the  fixed  charges  for  deterioration,  interest  on  the  fair 
value  of  the  property,  etc.,  shall  be  considered  as  a  part  of  the  cost 
of  the  service.  I  am  again  dealing  in  generalities  when  I  speak  of 
the  '•  fair  value  "  of  the  property  engaged  in  the  public  service,  but 
this  is  another  one  of  the  important  side  issues  that  can  not  be  dis- 
cussed here.  In  fact,  the  Supreme  Court  of  the  United  States,  in  the 
Ames  and  other  cases,  has  specifically  said  that  the  "  fair  value"  of 
the  property  engaged  in  the  public  service  should  be  taken  into  con- 
sideration in  determining  earnings,  but  the  Supreme  Court  has  seen 
fit  to  be  ambiguous  in  this,  and  has  not  defined  "  fair  value  "  for  us, 
and  I  assume  by  so  doing  that  it  intends  to  hold  that  "  fair  value  " 
is  a  question  of  fact,  and  hence  only  to  be  determined  by  the  rate- 
fixino-  bodies  whose  determination  thereon  is  to  be  final.  If  such  is 
the  case,  it  is  incumbent  upon  the  rate-fixing  body,  in  every  instance 
where  it  fixes  rates  on  this  basis,  to  determine  the  fair  value,  and  it 
is  not  necessary  for  us  here  to  discuss  the  distinction  between  the 
various  theories  of  value  of  property  arising  from  the  competitive 
and  socialistic  understanding  thereof. 

I  do  not  believe  that  any  individual  rate  can  be  fixed  by  any  method 
exi-cpt  comparison.  I  imagine  most  of  those  who  read  this  will  feel 
that  this  statement  is  an  admission  of  defeat,  but  I  crave  indulgence 
until  I  shall  have  developed  this  idea  further.  Comparisons,  of 
course.  aiv  absolutely  valueless  unless  we  know  the  rate  with  which 
we  compare  is  a  reasonable  rate.  In  other  words,  a  comparative 
71406— 13 8 


108          NATIONAL    ASSOCIATION    OF    RAILWAY    COMMISSIONERS. 

method  of  fixing  ratc<  assumes  the  solution  of  the  problem  which  we 
are  trying  to  solve.  But  when  I  have  said  just  now  that  comparison 
is  the  proper  method.  I  do  not  mean  the  comparative  method  as  we 
have  thrust  upon  us  in  every  rate  case  which  we  hear.  The  only 
value  of  the  comparative  method  as  it  is  now  used  from  the  stand- 
point, of  public  authority  is  that  where  a  schedule  of  rates  may  be 
found,  voluntarily  put  in  by  a  carrier,  such  schedule  is  by  admission 
as  to  such  carrier  reasonable.  Therefore  such  schedule  may  be  made 
to  apply  to  any  other  portion  of  such  carrier's  line  where  the  cir- 
cumstances are  substantially  similar,  and  under  such  circumstances 
the  carrier  involved  has  put  upon  it  the  burden  of  rebutting  a  prima 
facie  case  for  the  reasonableness  of  the  proposed  rates  raised  by  the 
admission  brought  about  by  it  voluntarily  according  these  rates  else- 
where. 

So  much  for  the  effect  of  comparison  as  now  used  when  the  rates 
compared  apply  to  the  same  carrier.  When  they  apply  to  different 
carriers,  Avhile  the}7  do  not  have  the  same  probative  force,  still  they 
may  be  considered  in  evidence  as  having  a  bearing  on  a  determina- 
tion of  rates  as  to  a  carrier  other  than  the  one  who  voluntarily  ac- 
cords them.  Hence,  we  now  may  and  do  use  comparisons  because  up 
to  the  present  time  they  have  been  about  all  we  have,  but  this  method 
as  now  in  use,  while  serving  to  assist  in  a  temporary  solution  of  iso- 
lated cases,  can  not  lead  to  any  permanent  results,  for  the  very  evident 
reason  that  the  standard  rate  is  not  known  to  be  reasonable  per  se. 

I  have  already  asserted  that  in  my  opinion  no  single  rate  can  be 
fixed  in  accordance  with  any  theory  of  rate  making.  HOAV,  then, 
if  at  all,  can  we  solve  this  problem?  I  believe  that  natural  causes 
have  brought  about  a  relationship  between  rates  which,  as  a  primary 
assumption,  may  be  considered  as  correct.  Mark.  I  only  say  "  as  a 
primary  assumption."  Those  of  us  who  aforetimes  got  "stuck"  on 
a  problem  in  physics  or  mathematics  sometimes  assumed  a  result  and 
worked  back,  and  as  the  result  of  many  and  tiresome  experiments 
once  in  a  while  got  our  problem  solved  before  it  was  time  to  report 
to  the  professor.  Just  as  in  that  case  we  assumed  a  result,  so  here 
I  propose  to  assume  ijot  the  volume  of  the  rates  but  the  relationship 
to  be  correct.  Assuming  such  to  be  the  case,  there  is  no  reason  what- 
soever why  the  same  rules  for  fixing  rates  should  not  apply  to  car- 
riers as  admittedly  apply  to  other  utilities.  I  would  determine  the 
fair  value  of  the  property  of  the  carrier.  I  mean  the  entire  property 
•and  not  any  small  part  thereof.  Then  I  Avould  determine  the  entire 
operating  expenses  and  consider  all  the  other  elements  of  expense, 
including  interest  upon  such  fair  value  at  a  reasonable  rate — here, 
you  see,  I  am  leaving  open  the  meaning  of  "fair  value"  and  "rea- 
sonable rate  of  interest."  assuming  that  they  are  questions  of  fact  to 
be  determined  by  the  rate-fixing  body  in  each  inquiry — and  then  in- 
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come,  and  finally  determine  just  what  the  entire  net  income  of  the 
carrier  is  under  its  present  rate  system.  If  after  getting  the  fair 
return  on  the  fair  value  of  the  property  devoted  to  the  public  service 
there  was  a  surplus  after  taking  care  of  depreciation  and  nil  other 
legitimate  charges,  I  would  know  that  whatever  surplus  then  ex- 
isted was  more  than  the  carrier  was  entitled  to,  because  it  had  already 
been  given  a  reasonable  return  upon  the  fair  value  of  its  property,, 
and  I  would  in  the  main  horizontally  reduce  all  of  its  rates  to  such 
a  degree  that  the  excess  would  be  wiped  out.  Or,  if  I  found  that, 
after  proceeding  as  I  have  just  outlined,  there  was  not  sufficient  to 
yield  a  reasonable  return  upon  the  fair  value  of  the  property,  I  would 
increase  the  rates  so  as  to  bring  about  a  like  result.  Having  done 
this,  we  would  have  before  us  a  carrier  the  volume  of  whose  rates 
are  in  the  large  proper.  Then  as  to  such  carrier,  when  wre  found  the 
rate  on  a  certain  commodity  for  100  miles  between  A  and  B  was  10- 
cents,  and  the  rate  on  the  same  commodity  between  C  and  I),  a  like 
distance,  and  traffic  moving  under  substantially  similar  circumstances 
and  conditions,  5  cents,  we  would  know  that  as  to  these  two  rates  one 
was  too  high  and  the  other  too  low,  and  by  a  process  of  adjustment 
such  as  this  we  would  gradually  dispose  of  inconsistencies,  keeping 
always  the  revenue  of  the  carrier  in  its  proper  place. 

Now.  I  do  not  claim  for  this  any  more  than  a  general  outline  plan. 
I  know  that  all  of  you  can  easily  see  difficulties  involved  therein,  and 
I  know  that  it  leaves  most  of  the  problems  unsolved.  But  I  do  be- 
lieve that  it  is  a  working  plan  which  can  be  put  into  effect,  and  by 
having  general  work  proceeding  along  this  line  we  Avill  be  working 
toward  a  solution  of  our  problem.  As  current  rate  adjustments  are 
asked  for,  however,  we  will  have  to  do  the  best  we  can,  as  heretofore, 
pending  our  final  solution,  but  I  am  firmly  of  the  opinion  that  we 
will  never  finally  determine  these  questions  until  we  take  the  entire 
business  of  the  carrier  into  consideration  under  some  such  scheme 
as  I  have  here  outlined. 

Of  course  I  have,  not  here  dealt  with  any  of  the  perplexing  prob- 
lems which  will  be  matters  of  detail  in  this  plan.  The  method  of 
Arriving  a(  the  "fair  value,"  a  proper  apportionment  betAveen  State 
and  interstate,  and  kindred  important  questions  Avill  have  to  be  dealt 
with  before  AVC  have  reached  the  result  which  this  plan  has  hoped  to 
bring  about,  namely,  a  proper  total  earning  of  the  carrier.  But 
after  this  result  has  been  attained,  then,  and  then  only,  comparisons 
will  be  of  ultimate  value.  There  Avill  still  be  the  many  difficult 
questions  of  relationship  to  be  dealt  with,  both  as  bet  ween  the  classes, 
the  various  commodities,  and  localities'  but  when  AVC  have  proceeded 
to  this  point  Ave  Avill  be  able  to  deal  with  such  problems  Avith  increa<- 
ing  accuracy,  until  finally  even  the  inconsistencies  Avill  be  eliminated 
and  our  problem  Avill  be  solved,  except  as  changing  conditions  require 
further  adjustments. 
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Necessarily  in  this  scheme  the  larger  proportion  of  the  railroad's 
business  should  be  considered  in  order  to  get  nearly  correct  results; 
and  this  leads  mo  to  the  expression  of  a  belief  which  I  firmly  enter- 
tain, and  with  which  I  imagine  many  of  you  will  disagree — that 
ultimately  the  Nation  must  regulate  all  the  rates  of  interstate  carriers. 
Having  this  yiew  does  not,  however,  cause  me  to  approve  the  plan 
of  the  carriers,  as  disclosed  in  their  p-jvoral  attacks  on  the  integrity 
of  the  action  of  State  commissions,  to  defeat 'State  regulation  on  the 
ground  that  it  conflicts  with  the  power  of  the  Nation  to  regulate 
interstate  commerce.  Behind  all  of  this  apparently  concerted  attack 
is  the  illy-concealed  design  of  the  carriers  to  paralyze  the  arm  of  the 
State  without  strengthening  the  arm  of  the  Nation.  The  success  of 
the  present  assault  upon  the  State  commissions,  in  my  opinion,  while 
seriously  impairing  the  power  of  the  States  to  regulate,  will  not,  and 
can  not,  add  one  vestige  of  power  to  the  national  authorities.  The 
net  result  will  be  the  creation  of  a  twilight  zone,  into  which  the  car- 
riers may  retreat,  secure  from  interference  either  from  National  or 
State  authority — a  result  not  at  all  undesirable  from  the  carrier-" 
standpoint. 

No  one  should  delude  himself  into  the  belief  that  it  is  the  fostering 
and  jealous  care  of  the  railroads  for  the  national  authority  that  causes 
them  so  assiduously  to  attack  the  States.  Each  of  you,  no  doubt,  will 
recall  many  instances  which  show  that  such  is  not  the  case.  Let  me 
cite  just  one  from  our  own  State.  The  city  of  Los  Angeles  proper 
is  20  miles  from  the  port.  Various  carriers  have  lines  from  this  port 
to  the  city.  The  Railroad  Commission  of  California  reduced  the 
rates  of  such  lines  a  year  ago  very  substantially.  The  carriers 
involved  went  into  court  urging  the  unpardonable  sin  on  the  part  of 
the  commission  in  that  its  order,  so  they  said,  interfered  with  the 
right  of  Congress  to  regulate  interstate  commerce.  Their  solicitude 
for  the  Interstate  Commerce  Commission  would  have  come  with 
better  grace  \vere  it  not  for  the  fact  that  a  year  previous,  when  the 
State  demurrage  rate  was  $0  and  the  interstate  $1,  these  same  carriers 
had  urged  that  this  same  commerce  was  purely  State  when  demurrage 
was  the  issue. 

I  think  it  is  very  shortsighted  for  the  Nation  or  the  States  by  any 
action  to  aid  the  carriers  in  their  plan  and  directly  or  indirectly  to 
help  to  bring  about  a  twilight  zone  between  State  and  National 
authority.  I  believe  in  Federal  regulation  of  railroad  rates,  but  I 
only  believe  in  it  when  all  the  power  has  been  transferred  from  the 
State  to  the  Nation ;  and  pending  such  time  I  firmly  believe  that  k  is 
as  much  incumbent  upon  the  Nation  to  respect  and  foster  States' 
authority  as  it  is  upon  the  States  to  respect  that  of  the  Nation. 
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KEPORT  OF  COMMITTEE  ON  LEGISLATION. 

Mr.  MILLS,  of  Minnesota.  I  wish  to  state  to  the  convention  that  this 
report  is  not  what  it  ought  to  be,  and  I  give  my  reasons  at  the  conclu- 
Hon  of  the  report  why  that  is  so.  It  has  been  impossible  for  me  to 
get  the  committee  together.  We  are  scattered  all  over  the  United 
States,  and  although  I  wrote  to  each  one  of  them  none  of  them  had 
any  .suggestions  to  make  in  the  line  of  what  the  report  should  be; 
so  this  is  purely  a  report  of  my  own.  There  is  not  a  quorum  of  my 
committee  present.  [Reading:] 

Your  committee  on  legislation  makes  the  following  report : 

At  the  last  convention  your  committee  was  instructed  to  endeavor 
to  secure  legislation  providing  that  Federal  courts  should  not  re- 
train or  enjoin  State  officers  in  the  enforcement  of  State  laws,  or 
of  the  orders  of  public-service  commissions,  and  a  bill  to  that  effect 
wa>  prepared  by  the  executive  committee  of  this  association,  and  at 
the  request  of  the  committee  on  legislation,  was  introduced  by  Sen- 
ator Nelson,  of  Minnesota.  It  is  known  as  Senate  bill  4366,  and 
reads  as  follows : 

"A  bill  to  amend  the  act  entitled  'An  act  to  codify,  revise,  and 
amend  the  laws  relating  to  the  judiciary,'  approved  March  third, 
nineteen  hundred  and  eleven. 

"'Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  section  two 
hundred  and  sixty-five  of  the  act  of  Congress,  approved  March  third, 
nineteen  hundred  and  eleven,  entitled  'An  act  to  codify,  revise,  and 
amend  the  laws  relating  to  the  judiciary,'  be,  and  the  same  is  hereby, 
amended  so  as  to  read  as  follows: 

" '  SEC.  265.  The  writ  of  injunction  shall  not  be  granted  by  any 
court  of  the  United  States  to  stay  the  proceedings  in  any  court  of  a 
State  except  in  cases  where  such  injunction  may  be  authorized  by 
nny  law  relating  to  proceedings  in  bankruptcy;  or  to  restrain  the 
enforcement,  operation,  or  execution  of  any  statute  of  the  State  or 
any  order,  rule,  or  regulation  having  the  force  of  a  statute  of  a 
State,  or  order,  rule,  or  regulation  made  by  a  commission  or  bodv 
authorized  by  State  laws  to  regulate  and  control  common  carriers  or 
other  public-service  corporations.' ': 

The  chairman  corresponded  with  all  railroad  and  public-service 
commissions  in  the  United  States,  asking  them  to  use  their  influence 
with  the  Senators  and  Representatives  in  Congress  to  support  the 
bill,  and  in  nearly  every  case  received  a  reply,  that  such  course  had 
1-een  taken. 

A  hearing  was  granted  your  committee  on  this  bill  on  February  16, 
1!»12.  The  chairman  notified  each  member  of  the  committee  and 
requested  him  to  be  present  before  the  Senate  committee  and  urge  the 
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passage  of  (he  bill.  The  hem-ing  was  had  before  Senators  Brown, 
of  Nebraska,  chairman,  and  Overman,  a  subcommittee  of  the  Judi- 
ciary Committee,  of  which  Senator  Root,  of  New  York,  is  also  a 
member.  There  were  present  on  behalf  of  your  committee  Hon.  John 
E.  Eustis,  of  the  public-service  commission,  first  district,  New  York; 
Hon.  Lawton  T.  Hemans,  of  the  Michigan  commission;  and  the  chair- 
man of  this  committee.  On  the  hearing  it  was  the  understanding  of 
your  committee  that  there  was  no  question  as  to  the  authority  of  Con- 
gress to  pass  such  legislation.  Therefore,  no  argument  in  this  regard 
was  made,  but  the  arguments  were  presented  by  the  members  present 
on  the  subject  of  the  advisability  of  such  legislation.  Anyone  wish- 
ing to  examine  these  documents  can  do  so  by  reading  the  report  of 
the  hearing  on  this  bill.  Subsequently,  however,  the  railroad  com- 
panies appeared  and  objected  to  the  passage  of  the  bill,  and  among 
other  questions  raised  the  question  of  the  right  of  Congress  to  enact 
such  a  law.  This  fact  was  called  to  the  attention  of  your  committee 
and  a  brief  sustaining  the  right  was  filed  by  it.  It  is  the  understand- 
ing of  your  committee  that  the  subcommittee  to  which  this  bill  was 
referred  is  divided  on  the  advisability  of  recommending  the  same  for 
passage  and  that  two  of  the  members  are  against  the  bill,  but  no 
report  has  yet  been  made,  and  probably,  if  it  should  be  deemed 
advisable,  another  hearing  might  be  had  on  the  question  bj  the  new 
committee  on  legislation  to  be  appointed  by  the  chairman  of  the  next 
convention.  The  present  committee  believes  that  such  legislation 
ought  to  be  adopted  and  hopes  that  the  next  committee  may  have 
better  success  in  securing  its  adoption. 

The  close  relations  that  telegraph  and  telephone  companies  bear 
to  the  transportation  question  make  it  advisable  that  they  should 
be  under  the  control  of  the  Federal  and  State  commissions,  and 
your  committee  recommends  that  such  legislation  be  adopted  by  the 
several  States  and  the  National  Congress. 

One  of  the  most  serious  questions  of  transportation  at  the  present 
time  is  the  furnishing  of  cars  for  the  moving  of  the  crops,  especially 
such  products  as  are  perishable  and  need  to  be  moved  as  soon  as 
harvested.  The  experience  in  the  Northwest  during  the  present 
season  of  the  shortage  of  cars  to  move  potato  crop  is  an  illustration 
of  this  condition.  A  conservative  potato  grower  estimates  that  the 
loss  in  Clay  County,  Minn.,  on  account  of  lack  of  cars  is  at  least 
15  per  cent  of  the  entire  crop,  amounting  to  a  loss  of  two  to  three 
hundred  thousand  bushels.  The  crop  in  that  county  last  year  was 
over  two  millions  of  bushels.  He  also  estimates  that  over  50  pet- 
cent  of  the  potato  crop  in  North  Dakota  this  year  was  lost  from  not 
having  cars  in  which  to  ship  the  same.  In  conversation  with  a 
farmer  from  Clay  County,  Minn.,  your  chairman  was  informed  that 
he  has  planted  65  acres  of  potatoes;  that  he  was  6  miles  from  a 
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railroad  station.  His  crop  was  averaging  250  bushels  to  the  acre 
of  fine  early  Ohio  potatoes.  On  account  of  not  being  able  to  get 
cars  for  transporting  them,  he  left  them  in  the  ground  to  spoil. 
He  could  not  save  them,  as  at  the  time  of  the  spring  movement  in 
this  section  of  the  country  it  would  be  too  cold  to  move  them  in 
wagons  to  the  station.  The  northern  roads  refused  to  allow  their 
cars  to  go  off  their  lines  in  transportation  of  the  crops  raised  along 
the  line,  for  the  reason,  they  say,  that  these  cars  are  kept  in  service; 
by  the  companies  receiving  the  stock.  Most  of  the  potatoes  in 
northern  Minnesota  are  shipped  south,'  and  when  refrigerator  cars 
are  furnished  to  move  this  stock  it  takes  a  long  time  to  get  them 
returned.  A  few  cases  furnished  by  one  company  will  illustrate: 

x  for  1hc  increment  of  cro/w. 
REFRIGERATORS. 


Date  of  leav- 
ing:. 

Commodity. 

Destination. 

—  *  — 
Present  location. 

Oct.   26,1911 

Potatoes 

South  

Grand  Rapids  &  Indiana 

JIar.  13,1912 

..    -do  . 

Texas  

In  New  Orleans 

Mar.  15,1912 

do...  . 

South  ...  ... 

On  New  York  Central. 

Mar.  20,1912 

do  

Texas  

International  &  Great  Northern 

Apr.     1,1912 

do  

do...  

On  Texas  &  New  Orleans. 

Do 

rto 

South  .-  .. 

International  &  Great  Northern. 

Apr.     3,1912 

do 

Texas  _    .. 

Fort  Worth  &  Denver  City. 

Apr.  10,1912 

do. 

do  

International  &  Great  Northern. 

Apr.  12,1912 

do... 

do  

Fort  Worth  &  Denver  City. 

Apr.  10,1912 

-do 

South 

Colorado  &  Southern. 

June  13,1912 

...    do  

.do  

On  Lake  Shore  &  Michigan  Southern. 

BOX  CARS. 


Dec.  19,1909 

Potatoes.  .. 

Chicago  

Returned  Aug.  14,  1912. 

Nov.  15,  1910 
Oct.  11,1911 
Oct.  12,1911 

do  
do  

do 

do  
do.  i 

do                ! 

On  Grand  Trunk. 
On  Chicago  &  North  Western. 
International  &  Great  Northern. 

Nov.  3,1911 

do  

do  

New  York  Central. 

I 

Some  arrangement  should  be  made  for  the  furnishing  and  inter- 
change of  cars  so  that  cars  can  be  furnished  for  the  movement  of 
crops,  especially  those  that  have  to  be  moved  when  the  crop  is  ready 
for  shipment.  In  talking  with  car-service  men  your  committee  finds 
a  difference  of  opinion  in  what  should  be  done,  but  all  agree  that 
-onio  measures  must  be  taken  to  prevent  the  great  loss  to  the  producer 
of  his  crop  and  the  freight  to  the  carrier.  It  seems  that  railroad 
companies  can  not  be  trusted  to  return  cars.  Roads  which  are  short 
of  equipment  will,  in  a  busy  season,  keep  the  equipment  and  pay  the 
per  diem.  Roads  having  small  equipment  like  to  get  hold  of  the  large 
<>rain  cars  that  are  used  by  the  grain-carrying  lines  and  devote  them 
to  their  local  traffic.  Some  car-service  people  think  that  an  increase 
of  per  diem  from  35  to  50  or  75  cents  would  accomplish  the  purpose. 
Others  are  doubtful  on  this  question,  and  believe  there  should  be  some 
arrangement  made  through  the  Interstate  Commerce  Commission 
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which  would  keep  track  of  the  different  cars  and  see  that  they  are 
returned  promptly.  Each  company  knows  where  its  cars  are.  and 
there  is  continual  correspondence  urging  their  return.  A  vast 
amount  of  time  is  consumed  and  expense  caused  in  this  service  which 
-<>me  proper  system  might  avoid.  It  is  the  opinion  of  your  commit- 
tee that  the  Interstate  Commerce  Commission  should  make  a  thor- 
ough investigation  into  this  subject  and  adopt  some  rules  which  will 
give  more  efficient  service  in  the  future  than  has  been  given  in  the 
past,  and  if  the  Interstate  Commerce  Commission  has  not  sufficient 
power,  to  recommend  to  Congress  such  legislation  as  may  be  neces- 
sary. 

The  chairman  of  this  committee  wishes  to  state  that  the  work  of  the 
committee  has  not  been  what 'it  should  be,  and  takes  all  the  blame 
upon  himself.  The  fact  is,  he  has  gone  through  both  a  primary  elec- 
tion campaign  a^id  also  a  general  election,  and  self-preservation  has 
dictated  that  he  should  give  the  most  of  his  attention  to  his  election, 
and  therefore  he  had  not  the  time  to  devote  to  this  important  com- 
mittee. 

Respectfully  submitted. 

IRA  B.  MILLS. 

The  PRESIDENT.  This  report  will  be  received  and  ordered  printed. 

Mr.  FINN,  of  Kentucky.  With  a  view  of  expediting  matters,  I 
suggest  that  the  president's  report  contains  certain  recommendations 
to  be  taken  up  by  the  executive  committee.  It  will  take  probably 
the  rest  of  the  afternoon  for  this  executive  committee  to  get  in  shape 
its  report  for  to-morrow  morning.  I  therefore  move  that  the  con- 
vention now  adjourn,  and  that  the  executive  committee  immediately 
go  into  session,  with  a  view  of  formulating  plans  to  carry  out  the 
suggestions  made  in  the  report  of  the  president. 

The  motion  was  carried. 

Whereupon,  at  4.05  p.  m.,  the  convention  adjourned  until  1Q  o'clock 
a.  m.,  November  20,  1912. 


PROCEEDINGS  OF  THE  SECOND  DAY. 


WASHINGTON,  D.  C.,  Wednesday,  November  20, 1912. 
Met  at  10.20  orclock  a.  m.,  pursuant  to  adjournment  of  yesterday. 
Vice  President  O.  P.  Gothlin,  of  Ohio,  calling  the  meeting  to  order. 

REPORT  OF  COMMITTEE  ON  GRADE  CROSSINGS  AND  TRESPASSING 

ON  RAILROADS. 

Mr.  IXHEA,  of  Virginia.  I  will  say  to  the  convention  that  this  is 
the  report  of  Mr.  Jones,  the  chairman,  with  some  suggestion  In 
Mr.  Sullivan,  of  Ohio,  which  I  will  also  read  in  connection  with 
the  report.  In  this  report  of  Mr.  Jones  there  are  some  things  in 
which  I  do  not  concur,  but  I  have  made  no  written  nonconcurrence. 
[Reading :] 

Your  committee  on  grade  crossings  and  trespassing  on  railroads 
begs  to  submit  the  following  report: 

An  adequate  treatment  of  this  important  subject  really  calls  for 
certain  definite  information  that  is  not  easily  available.  To  the 
knowledge  of  your  committee  there  are  no  statistics  at  hand  covering 
the  country  shoAving  the  loss  of  life  and  the  financial  loss  involved  in 
the  accidents  due  to  grade  crossings  and  to  trespassing  upon  rail- 
road rights  of  waj7.  Some  statistics  are  available,  and  from- these  Ave 
may  make  estimates. 

According  to  the  report  of  the  Interstate  Commerce  Commission 
for  the  year  1911,  there  were  10,396 .  persons  killed  and  150,159  in- 
jured during  the  year  ending  June  30,  1911,  in  the  railway  operation 
of  the  United  States.  It  should  be  explained  that  this  fearful  total 
included  the  "  industrial  accidents  to  employees  not  involved  in  the 
running  of  trains."  In  such  accidents  439  persons  were  killed  and 
79,237  were  injured.  Excluding  these  fatalities  and  injuries,  it  ap^ 
pears  that  9,957  persons  were  killed  and  70,922  persons  were  injured 
in  accidents  involving  the  movements  of  trains  during  the  year  cov- 
ered by  this  report.  Your  committee  is  not  aware  of  the  existence 
of  any  official  or  reliable  statistics  which  show  accurately  just  how 
many  of  these  fatalities  and  injuries  resulted  from  accidents  at  grade 
crossings  and  from  trespassing. 

In  Massachusetts  for  the  10  years  ending  December  31.  1909,  ac- 
cording to  the  forty-second  annual  report  of  the  State  railroad  com- 
missioners for  that  State,  2.518  persons  were  kiled  and  6,536  per- 
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were  injured  in  the  railway  operation  of  that  Commonwealth. 
Of  the  2,518  killed,  272  were  travelers  on  the  highway  at  grade  cr< 
ings  and  1,319  were  trespassers.     From  these  figures  percentages  may 
be  found.     The  figures  show  that  10.8  per  cent  of  the  killed  were 
killed  at  grade  crossings  and  52.1  per  cent  were  trespassers. 

Assuming  the  same  percentage  held  good  throughout  the  United 
States  for  the  year  ending  June  30,  1911.  1,075  persons  were  killed 
at  grade  crossings  and  5,199  persons  who  were  trespassers  were  killed 
during  that  year.  It  is  therefore  probably  safe  to  affirm  that  more 
than  1,000  persons  are  killed  at  grade  crossings  and  more  than  5,000 
trespassers  on  railroad  rights  of  way  are  killed  in  the  United  States 
annually.  It  is  probable  also  that  35,000  persons  or  more  annually 
are  injured  in  such  accidents  and  in  such  trespassing. 

Estimating  the  average  value  of  each  life  so  lost  at  $2,000,  the 
total  annual  loss  of  life  computed  in  money  would  be  $12,000,000. 
Assuming  that  the  loss  from  injuries  would  average  $200  for  each 
person  injured,  the  loss  due  to  these  injuries  would  be  not  less  than 
$7,000,000.  It  is  altogether  probable  that  the  other  purely  financial 
losses  involved  in  these  fatalities  and  injuries  would  be  as  much  as 
the  two  items  named. 

If  these  assumptions  be  correct,  the  annual  loss  in  the  United  States 
due  to  accidents  at  grade  crossings  and  to  trespassing  would  total 
$38,000,000. 

The  problem  of  eliminating  these  fatalities,  injuries,  and  losses 
appears,  therefore,  to  be  an  exceedingly  important  one..  It  would 
seem,  offhand,  that  it  is  easier  to  suggest  a  remedy  for  the  great 
evil  of  trespassing  upon  railroad  rights  of  way  than  to  discover  a 
practical  solution  for  the  complicated  problem  of  grade  crossings. 

Trespassers  can  be  kept  off  railroad  rights  of  way  only  by  penal 
laws  vigorously  enforced.  People  can  commit  trespass  upon  real 
estate  at  any  time  and  most  anywhere.  You  can  not  fence  them  out, 
and  if  you  could  along  the  track  between  highway  crossings  there  is 
no  way  to  do  this  at  such  crossings. 

And  it  can  not  be  disputed  that  great  numbers  of  well-meaning 
people  are  tempted  to  use  railroad  tracks  where  they  furnish  a  con- 
venient short  cut  from  place  to  place.  People  use  them  a  great  deal 
in  crossing  gullies,  streams,  and  rivers,  even  wThere  the  use  is  attended 
with  the  greatest  danger.  In  numerous  instances  the  use  is  a  very 
great  public  convenience.  In  such  cases  a  safe  way  is  often  pro- 
vided for  pedestrians,  and  at  comparatively  small  cost.  No  strength- 
ening of  the  bridge  is  necessary  because  of  such  travel.  All  that  is 
required  is  a  walk  protected  from  passing  trains.  Many  railroad 
companies  now  furnish  such  a  walk  by  the  sides  of  their  track,  but 
such  walks  are,  of  course,  dangerous  to  use,  as  their  approaches  are 
usually  across  the  main  tracks  or  through  the  freight  yards  of  the 
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railroads.  Your  committee  believes  that  many  railroad  bridges 
could  be  safely  utilized,  in  a  proper  way,  by  the  pedestrian  public  to 
their  very  great  accommodation,  but  do  not  feel  justified  in  making 
such  a  recommendation.  While  theoretically  it  is  easy  to  suggest  a 
remedy  for  the  evils  of  trespassing,  it  is  not  so  easy  to  provide  a  solu- 
tion for  the  complicated  problems  of  grade  crossings.  In  the  thickly 
settled  State  of  New  York  there  is  one  grade  crossing  to  every  mile 
of  railroad.  When  the  railroads  were  built  few,  if  any,  anticipated 
the  grade-crossing  problem.  Then  no  one  was  prophet  enough  to  see 
the  modern  mile-a-minute  train  and  the  more  than  mile-a-minute 
automobile,  so  the  highways  were  all  crossed  at  grade.  In  modern 
railway  construction  no  expense  is  spared  to  avoid  them. 

The  resort  to  flagmen  and  gates  as  a  remedy  for  the  dangers  of 
grade  crossings  is  not  entirely  satisfactory.  A  considerable  per  cent 
of  the  fatalities  and  injuries  occur  at  protected  grade  crossings.  In 
Massachusetts  for  the  year  ending  June  30,  1910.  according  to  the 
report  of  the  railroad  commissioners  on  the  Boston  &  Maine  Railroad, 
13  persons  were  killed  at  the  protected  crossing:-;  and  only  1  were 
killed  at  the  unprotected  crossings.  This  singular  fact  does  not,  of 
course,  prove  that  protection  by  gates  and  flagmen  is  valueless.  On 
one  grade  crossing  in  Maine,  now  eliminated,  admittedly  the  most 
(iaijgerous  one  in  the  State,  no  accident  involving  life  or  serious 
injury  was  known  to  have  occurred.  The  danger  was  so  apparent 
and  the  degree  of  care  taken  so  high  that  accidents  were  avoided. 

The  object  to  be  attained  is,  of  course,  the  elimination  of  the  grade 
crossing. 

The  obstacle  in  the  way  of  doing  this  is,  of  course,  the  expense. 
What  ought  to  be  the  annual  rate  of  elimination  and  how  the  expense 
ought  to  be  borne  are  the  two  practical  questions. 

In  analyzing  the  problem  we  may,  roughly  speaking,  classify 
grade  crossings  under  three  heads :  (1)  Grade  crossings  in  cities  and 
villages,  (2)  grade  crossings  in  well-settled  agricultural  communities, 
and  (3)  grade  crossings  in  sparsely  settled  places.  Under  rather  fav- 
orable conditions  in  agricultural  communities  fairly  well  settled,  the 
cost  of  eliminating  grade  crossings  runs  from  $4,000  to  $20,000.  In 
Vermont,  according  to  the  thirteenth  biennial  report  of  the  public  ser- 
vice commission  of  that  State,  the  average  cost  of  eliminating  76  grade 
crossings  during  the  period  from  January  1,  1907,  to  June  30,  1912. 
was  $4,602.  But  this  able  report  shows  that  the  public  service  com- 
mission, for  lack  of  funds,  has  not  been  able  to  undertake  the  more 
expensive  eliminations.  The  report  says: 

We  have  now  many  dangerous  crossings  that  should  be  eliminated  and  each 
such  elimination  would  cost  at  least  $50,000. 

If  the  cost  be  averaged  at  $13.000  the  perpetual  interest  charged  on 
this  initial  expense,  which  in  no  way  increases  revenue,  reckoned  at  5 
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per  cent  per  annum,  would  be  $650  per  year  for  each  one  eliminated. 
The  annual  cost  of  keeping  the  masonry,  ironwork,  and  grading  in 
repair  must  be  added  to  this.  The  average  cost  of  eliminating  grade 
crossings  in  villages  and  cities  is  a  matter  of  estimate.  Xo  statistics 
are  available.  Statistics  show  that  the  expense  varies  greatly,  some 
of  the  eliminations  costing  as  high  as  $250.000. 

The  elimination  of  a  grade  crossing  costing  as  much  as  $50.000 
involves  a  perpetual  annual  interest  charge  at  5  per  cent  of  $25,000, 
besides  annual  repair. 

As  this  elimination  does  not  increase  revenue  in  the  least,  but  only 
diminishes  expense,  measured  by  the  cost  of  accidents  or  cost  of  pro- 
tection, or  both,  it  will  be  readily  seen  that  our  railroads  could  not 
afford,  as  a  purely  financial  matter,  to  invest  the  sum  required  to 
eliminate  grade  crossings  in  cities,  where  the  expense  would  be 
large. 

The  manifest  injustice  of  compelling  the  railroads  to  bear  the  total 
cost  of  elimination  caused  the  Legislature  of  Massachusetts  to  pass 
a  grade-crossing  law,  so  called,  in  1890.  By  this  act  the  expense  of 
elimination  was  divided  among  the  railroad  companies,  the  towns 
and  cities,  and  the  Commonwealth. 

Mr.  RTTEA.  of  Virginia.  This  is  the  part  of  the  report  in  which  I 
do  not  concur  with  the  chairman.  AVe  have  a  law  in  Virginia  the 
meaning  of  which  the  commission  has  hardly  yet  been  able  to 
determine  with  reference  to  the  cost  of  undergrade  and  overhead 
crossings.  I  have  always  been  inclined  to  the  opinion  ni3'self  that 
where  a  railroad  company  crosses  an  old-established  highway,  and 
thereby  necessitates  the  building  of  an  underground  crossing  or  an 
overhead  crossing  the  railroad  ought  to  bear  the  expense  of  that 
crossing.  That  has  been  my  inclination.  The  question  has  never 
been  finally  settled  so  far  as  our  commission  in  Virginia  is  con- 
cerned. It  is  as  to  that  portion  of  the  report  that  I  do  not  concur 
at  the  present  time.  [Reading:] 

From  1890  to  1911  there  was  expended  under  the  provision  of 
this  law  $34,372,048.03,  of  which  total  61  per  cent  was  borne  by  the 
railroads,  2G  per  cent  by  the  Commonwealth,  and  13  per  cent  was 
borne  by  the  cities  and  towns.  In  Vermont,  which  divides  the 
expense  of  elimination  among  the  railroads,  the  towns  and  cities, 
and  the  State,  the  State,  by  law,  bears  not  exceeding  25  per  cent  of 
the  cost  and  not  exceeding  $25,000  annually. 

The  elements  which  determined  this  division  of  expense  to  be  the 
proper  one  are  not  apparent.  Different  States  might  divide  the 
expense  according  to  a  different  ratio,  and  it  is  probable  that  disin- 
terested expert  judgments  would  differ  as  to  the  proper  division  of 
the  expense.  In  case  any  State  should  compel  the  railroad  com- 
panies within  the  State  to  bear  this  expense  alone,  it  should  most 
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certainly  authorize  it  to  collect  an  additional  revenue  to  meet  such 
expense.  But  inasmuch  as  the  State's  authority  would  not  cover 
interstate  business,  it  is  apparent  that  such  a  method  would  be  ill- 
advised.  It  seems,  therefore,  that  a  division  of  the  initial  cost  of 
eliminating  grade  crossings  ought  to  be  made,  and  it  is  probable  that 
the  railroad  commissioners  of  the  several  States  would  be  the  bodies 
most  competent  to  apportion  the  expense.  The  arbitrary  apportion- 
ment by  legislative  action  would  not  be  best,  because  no  law  could  be 
framed  to  fit  the  varying  conditions  involved.  Manifestly  there 
ought  to  be  the  exercise  of  disinterested  expert  judgment  in  each 
case. 

A  comparison  between  American  and  British  railways  is  some- 
times made,  and  conclusion  is  very  often  reached  that,  in  proportion 
to  the  risk  involved,  a  much  smaller  number  are  killed  and  injured 
on  British  railroads  than  on  American  roads.  This  quite  general 
impression  should  be  corrected.  It  is  sometimes  said  that  there  are 
no  grade  crossings  in  England.  There  are  such  crossings,  and  in 
1909,  63  persons  were  killed  at  such  crossings.  In  the  10  years  1900- 
1909,  in  the  operation  of  the  railroads  in  the  United  Kingdom,  there 
were  11,987  persons  killed  and  214,643  injured,  the  totals  including 
passengers,  employees,  and  other  persons.  In  comparing  American 
with  British  railroads,  it  must  be  remembered  that  American  rail- 
ways operate  11  times  the  mileage,  carry  2^  times  as  many  passen- 
gers 1  mile,  handle  20  times  as  many  tons  of  freight  per  mile,  and 
employ  3  times  as  many  men  as  the  railroads  of  Great  Britain.  The 
ratio  of  risk  is  approximately  10  to  1.  The  demands  of  the  Ameri- 
can public  upon  the  railroads  are,  probably,  more  insistent  and  ex- 
acting than  those  of  the  British  public.  Taking  into  account,  there- 
fore, all  the  elements  entering  into  a  fair  and  just  comparison,  it 
is  not  true  that  the  railroads  of  this  country  must  be  judged  to  be 
behind  British  railroads  in  this  matter. 

Railroad  accidents  of  all  kinds  are  inevitable.  No  amount  of  hu- 
man foresight  can  prevent  them.  But  an  ever  increasing  effort 
should  be  made  to  prevent  them.  The  subject  should  be  kept  a  live 
one.  Railroads  should  be  urged  to  keep  statistics  in  such  a  manner 
as  to  give  to  the  public  the  most  accurate  information  attainable  as 
to  the  causes  of  accidents.  The  problem  will  be  solved  only  by  the 
united  efforts  of  the  railroads,  the  State  and  National  Governments, 
and  the  general  public. 

As  chairman,  I  desire  to  express  my  appreciation  of  the  generous 
response  received  from  the  several  members  of  the  committee  in 
answer  to  my  request  for  suggestions  and  opinions  relative  to  the 
subject  matter  of  this  report. 

Jonx  A.  JOXES,  Chairman. 


120         NATIONAL    ASSOCIATION    OF   RAILWAY   COMMISSIONERS. 

Mr.  EMKA.  of  Virginia.  There  are  some  suggestions  made  by  Mr. 
Sullivan,  of  Ohio,  which  he  desires  me  to  read,  having  reference  to 
trespassing  on  railroads.  [Reading:] 

STATK  OK  Onio. 

STEAM    RAILROADS. 

Statistics  ycnrn  cinliin/  June  '.W,  1910,  1911,  and  f!)/2. 

The  total  niunber  of  passengers  carried  in  1912  was  42,738.478;  number  of 
deaths.  8.  or  1  in  every  5,342,301  carried. 

The  total  number  of  passengers  carried  in  1911  was  41,912,486:  number  of 
deaths,  56,  or  1  in  every  748,437  carried. 

The  total  number  of  passengers  carried  in  1910  was  39,792.925 ;  number  of 
deaths,  11,  or  1  in  every  3,617,536  carried. 

ELECTRIC    INTERTJHBAN    RAILROADS. 

The  total  number  of  fare  passengers  carried  in  1912  was  164,101.050;  number 
of  deaths,  5,  or  1  in  every  32,820.211  carried. 

The  total  number  of  fare  passengers  carried  in  1911  was  155,215,899;  number 
of  deaths,  13,  or  1  in  every  11,939,684  carried. 

The  total  number  of  fafe  passengers  carried  in  1910  was  143,932,390;  number 
of  deaths,  12,  or  1  in  every  11,994,366  carried. 

From  the  figures  above  it  will  be  noted  that  both  steam  and  interurban  rail- 
roads have  been  much  more  fortunate  in  the  matter  of  fatalities  for  the  year 
1912  than  for  either  of  the  two  preceeding  years. 

The  number  of  passengers  carried  on  street  and  suburban  railroads  oper- 
ating in  the  State  of  Ohio  for  the  year  ending  June  30,  1912,  was  441,839,161; 
the  number  of  fatalities  in  this  connection  is  not  available  for  the  reason  that 
such  lines  are  classified  as  "  public  utilities  "  under  the  law,  and  as  such  are 
not  required  to  report  this  information.  It  is  evident,  however,  that  the 
number  of  fatalities  occurring  on  street  and  suburban  railroads  will  at  least 
compare  favorably  with  the  interurban  lines,  and  when  the  additional  number 
of  passengers  carried  is  taken  into  account  perhaps  this  comparison  would  be 
shown  to  be  much  more  in  favor  of  the  street  and  suburban  lines. 

TRESPASSERS. 

from  the  statistics  year  ending  June  30,  1911.  the  lust  record  available,  the 
number  of  trespassers  killed  on  steam  railroads  in  the  State  of  Ohio  was  413, 
the  number  injured  was  406.  the  number  of  trespassers  killed  on  interurban 
lines  in  the  State  of  Ohio  was  33.  the 'number  injured  was  34,  making  grand 
total  of  trespassers  killed  446,  injured  440. 

The  above  figures  show  that  the  number  of  trespassers  killed  in  the  State  of 
Ohio  exceeds  the  number  of  employees  killed  by  145.  and  represents  47  per  cent 
of  the  entire  fatalities  in  this  State,  including  passengers,  employees,  and  trav- 
elers on  highway,  and  shows  the  alarming  loss  of  life  and  injuries  received 
from  this  evil. 

It  would  seem  that  it  is  high  time  this  matter  receive  attention  at  the  hands 
of  the  Federal  Government,  and  also  by  the  different  States,  looking  toward  the 
enactment  of  such  laws,  vigorously  enforced,  as  would  result  in  the  abolish- 
ment of  trespassing,  which  is  not  only  a  great  loss  of  life,  but  a  -great  nuisance 
to  the  railroad  companies  as  well,  in  the  operation  of  their  trains,  as  well  as 
a  nuisance  to  the  traveling  public  ju  the  matter  of  delays  occasioned  by  such 
accidents. 
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SUGGESTIONS. 

1.  That  the  legislatures  enact  laws  making  the  offense  of  trespassing  on  vail- 
way  rights  of  way  punishable  by  imprisonment  up  to  one  year,  and  request  all 
railway  companies  to  actively  assist  in  the  enforcement  of  such  laws.     In  many 
Stales  there  are  no  statutes  at  all  on  this  subject. 

2.  That  laws  be  enacted  absolutely  forbidding  the  construction   of  further 
grade  crossings;  or.  if  they  are  to  be  permitted  under  exceptional  circumstances, 
let  the  commissions  and  not  the  courts  have  jurisdiction   to  decide  in  what 

they  shall  be  permitted. 

3.  Encourage  the  abolishment  of  grade  crossings  by  so  distributing  the  cost 
that  it  will  not  fall  too  heavily  upon  any  of  the  parties  in  interest.    The  State, 
the  county,  municipality,  and  the  railway  company  should  all  bear  their  fair 
proportion  of  the  cost  in  each  case. 

I  make  the  same  statement  with  regard  to  this  suggestion  that  I 
did  a  few  moments  ago  with  regard  to  the  chairman's  suggestions. 
[Reading:] 

In  support  of  the  proposition  that  further  grade  crossings 
should  be  absolutely  forbidden,  it  can  be  argued  with  much  force 
that  wherever  new  grade  crossings  are  established  the  estab- 
lishment usually  results  from  an  insistent  demand  on  the  part  of 
persons  owning  property  in  the  vicinity  of  the  proposed  crossing. 
As  soon  as  the  crossings  are  constructed  the  adjoining  land  is  sold 
for  building  purposes,  and  houses  and  other  structures  are  built  on 
the  new  street  in  close  proximity  to  the  crossing.  Sooner  or  later 
these  grade  crossings  must  be  eliminated,  and  when  the  elimina- 
tion is  undertaken  the  cost  is  enormously  increased  by  the  damages 
which  it  becomes  necessary  to  pay  to  those  persons  who  have  built 
on  the  neAv  street  in  the  vicinity  of  the  crossing  and  whose  properties 
are  damaged  by  the  change  in  the  grade  of  the  street,  necessitated 
by  the  elimination  of  the  crossing.  If,  instead  of  permitting  the 
'Tossings  at  grade  and  being  obliged  subsequently  to  pay  these  large 
damages  to  property  owners  when  the  grade  crossings  are  ultimately 
eliminated,  undergrade  or  overhead  crossings  should  be  installed  in 
the  first  instance,  the  cost  of  the  latter  would  be  so  much  less  than 
the  'cost  of  the  former  that,  from  the  standpoint  of  economy  alone, 
it  is  unwise  to  permit  the  construction  of  further  grade  crossings. 

Mr.  HEXSIIAW,  of  Oklahoma.  I  do  not  care  to  be  the  first  one  to 
precipitate  a  discussion  on  these  papers,  but  the  suggestion  in  the 
paper  I  may  not  have  understood  was  as  to  the  division  of  expense 
Ix'tween  the  States  and  municipalities;  I  believe  also  it  was  suggested 
in  one  of  the  papers  that  the  adjoining  property  should  bear  a  por- 
'tinu  of  the  expense. 

The  other  part  of  the  report  was  mainly  statistics,  which  are  very 
interesting  and  contained  many  valuable  suggestions. 

As  to  taking  the  position  that  the  property  of  the  city  should  bear 
a  portion  of  the  expense,  except  in  certain  conditions,  as  may  be  pre- 
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sented  in  a  particular  case,  in  our  State  we  require  the  abolishment  of 
crossings  at  the  expense  of  the  carrier.  Primarily  they  have  created 
the  danger  and  they  should  bear  the  expense  of  abolishing  it.  The 
carriers  are  agreeable  to  paying  the  expense  of  erecting  any  structure 
on  their  right  of  way,  but  when  it  is  necessary  to  go  beyond  the  right 
of  way  for  abutments  they  insist  that  the  city  or  the  State  should 
bear  the  expense.  That  is  the  only  controversy  in  our  State,  with 
regard  to  that  part  which  goes  beyond  the  right  of  way. 

Mr.  KHEA,  of  Virginia.  Do  I  understand  the  member  from  Okla- 
homa to  say  that  the  rule  of  the  commission  in  Oklahoma  was  to 
require  the  carriers  to  pay  for  the  construction  of  undergrade  or 
overhead  crossings? 

Mr.  HENSHAW,  of  Oklahoma.  The  entire  expense ;  yes,  sir ;  whether 
it  is  on  or  off  the  right  of  way.  Our  position  is,  they  create  the 
danger,  if  any  exists. 

Mr.  RHEA,  of  Virginia.  I  am  inclined  to  say,  as  I  said  before,  that 
I  agree  with  the  gentleman  from  Oklahoma  in  that  position.  Where 
the  railroad  crosses  a  public  highway  and  creates  the  danger,  the  rail- 
road ought  to  pay  for  eliminating  such  danger. 

Mr.  PRENTIS,  of  Virginia.  I  would  like  to  ask  the  commissioner 
from  Oklahoma  whether  he  is  speaking  of  new  construction  or  of 
crossings  already  established?  As  to  new  construction,  of  course,  I 
suppose  there  is  no  doubt  about  the  fact  that  when  a  railroad  comes 
to  build  its  line  it  must  bear  the  expense  of  these  crossings,  whether 
undergrade  or  overhead.  The  difficulty  arises  where  a  crossing  has 
been  established  for  a  great  many  years.  What  do  you  do  in  those 
cases  ? 

Mr.  HENSHAW,  of  Oklahoma.  We  make  no  difference  where  a  cross- 
ing has  been  established  a  great  many  years.  When  it  is  first  estab- 
lished it  is  presumed  there  was  no  great  necessity  for  a  crossing 
undergrade  or  overhead.  We  do  not  require  it  of  new  roads.  They 
establish,  in  building  the  road,  a  grade  crossing,  because  they  have 
to  go  through  undeveloped  territory.  It  is  true,  coming  into  one  of 
the  larger  cities,  that  the  grade  crossing  may  be  established  at  times, 
but  the  danger  increases  as  the  country  develops. 
.  Mr.  RHEA,  of  Virginia.  If  you  build  a  new  county  road,  for  in- 
stance, in  Virginia,  where  our  counties  locate  and  establish  a  county 
road  by  order  of  the  court.  Suppose  you  build  a  new  county  road 
which  crosses  the  railroad  which  has  been  in  existence,  say,  for  50 
years,  and  it  is  necessary  to  have  an  undergrade  or  overhead  crossing 
by  reason  of  the  building  of  this  new  road,  who  bears  the  expense  of 
that  ? 

Mr.  HENSHAW,  of  Oklahoma.  In  that  case  they  go  into  court  and 
condemn  the  right  of  way. 
up.  that  is  considered  by  the  court  and  jur; 


la.  In  that  case  they  go  into  court  and 
When  the  question  of  damages  come.- 
;  court  and  iurv  and  is  settled  bv  the 
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court  and  jury.  The  commission  then  determines  what  kind  of 
crossing  is  to  be  established.  We  never  determine  that  until  the 
road  is  established.  The  railroad  must  recoup  in  damages  when 
the  right  of  way  is  condemned. 

Mr.  RICHARDS,  of  South  Carolina.  I  think  the  report  is  a  very 
excellent  one,  but  representing  the  commission  of  South  Carolina, 
as  I  do,  I  feel  I  should  not  remain  silent  and  in  that  way  commit 
my  State  to  a  policy  which  I  think  entirely  wrong,  and  a  policy  that 
the  commission  of  South  Carolina  has  already  declared  against. 

As  to  the  matter  of  a  railroad  crossing  a  public  highway,  or  dirt 
road,  as  we  call  them,  as  they  are  known  there,  the  railroad  bears 
the  expense,  of  course,  and  pays  for  the  maintenance  of  the  crossing. 
In  the  crossing  of  one  railroad  by  another,  whether  grade  or  other- 
wise, the  junior  road  pays  for  it.  We  have  before  the  commission 
to-day  in  South  Carolina  the  question  to  be  determined  as  to  the 
kind  of  crossing.  The  railroad  commission  has  absolute  authority 
in  South  Carolina  as  to  whether  one  road  shall  cross  another  at  all ; 
and  if  it  does  cross,  wyhether  undergrade  or  overhead  or  at  grade. 

Therefore,  I  am  compelled  to  vote  against  that  part  of  the  report 
which  recommends  that  the  national  association  commit  itself  to 
dividing  this  cost  with  the  railroads  and  the  cities  or  communities 
or  towns. 

With  the  rest  of  it  I  agree  fully. 

Mr.  HENSHAW,  of  Oklahoma.  I  want  it  understood,  in  stating  our 
State  policy,  that  there  may  be  conditions  where  the  city  or  county 
should  not  pay  part  of  the  expenses.  As  I  remember,  we  ordered  one 
crossing  on  condition  that  the  city  bear  a  certain  portion  of  the  ex- 
pense, but  that  would  be  determined  in  each  particular  case  as  it  was 
presented. 

Mr.  BENTON,  of  New  Hampshire.  I  do  not  desire  to  discuss  the  re- 
port, but  I  do  desire  to  inquire  whether  there  is  any  commission 
which  has  ordered  installed  automatic  signals  which  give  notice  to 
the  eye  as  well  as  to  the  ear  bv  the  display  of  some  printed  sign  or  by 
causing  a  display  of  an  electric  light  at  night.  It  is  perfectly  evident 
that  in  most  every  State  there  are  a  great  number  of  crossings  which 
realty  ought  to  be  protected,  but  the  number  of  which  is  so  great  that 
it  may  not  be  practicable  even  to  order  protection  by  gates  or  lights. 
I  know  there  are  signal-constructing  companies  that  advertise  these 
automatic  crossing  signals,  and  it  would  interest  me  very  much  to 
know  if  there  is  any  commission  that  has  had  experience  with  them. 

Mr.  RICHARDS,  of  South  Carolina.  Do  you  refer  to  what  is  known 
as  the  interlocking  switch  plan  ? 

Mr.  BENTON,  of  New  Hampshire.  No;  I  do  not. 

Mr.  RICHARDS,  of  South  Carolina.  You  do  not  refer  to  that? 
71466—13 9 
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Mr.  BENTON,  of  New  Hampshire.  No. 

Mr.  RHEA,  of  Virginia.  How  long  has  this  signal  been  in  use.  to 
which  you  refer  ? 

Mr.  BENTON,  of  New  Hampshire.  I  am  not  aware  as  to  that.  It 
has  just  come  to  my  attention,  I  will  say,  in  reading  the  report  of  the 
Wisconsin  commission,  which  in  one  case  ordered  the  installation  of 
a  crossing  signal  which  would  give  notice  to  the  eye  as  well  as  to 
the  ear,  an  automatic  crossing  signal.  I  never  have  learned  of  the 
kind  of  signal  it  installed  under  that  order,  nor  how  it  was. 

Mr.  HARLOWE,  of  Wisconsin.  The  commission  in  our  State  is 
paying  particular  attention  to  protection  of  grade  crossings  as  well 
as  the  elimination  of  grade  crossings.  We  are  now  ordering  the 
installation  of  bells  with  an  illuminated  sign  for  night  indication. 

Every  order  that  the  commission  sends  out  where  it  provides  for 
an  electric  bell  at  a  crossing  also  calls  for  the  installation  of  some 
form  of  the  electric  light. 

There  are  a  number  of  signal  devices  on  the  market,  -so  that  we 
have  not  yet  standardized  on  the  form  of  illumination.  In  some 
cases  the  highway  sign  is  illuminated  by  an  electric  light,  which, 
of  course,  is  connected  with  the  bell.  The  electric  light  illuminates 
each  side  of  the  crossing  sign. 

Another  sign  is  that  which  has  the  word  "Danger,"  a  transpar- 
ency, so  that  a  person  driving  down  the  highway  notices  this  light 
at  any  time  when  the  train  comes  within  the  bell  circuit.  There 
are  other  forms  of  illumination,  but  the  one  which  we  advocate  is  the 
one  which  has  just  the  word  "  Danger."  We  have  installed  about  60 
of  those  during  the  present  year. 

Mr.  BENTON,  of  New  Hampshire.  What  is  the  cost? 

Mr.  HARLOWE,  of  Wisconsin.  The  bell  with  the  illuminated  signal 
costs  from  $250  to  $450 ;  they  vary  according  to  the  style  used. 

The  PRESIDENT.  The  question  is  on  the  motion  that  this  report  be 
received  as  printed  in  the  proceedings. 

The  motion  was  carried. 

INVITATION   FOR  CONVENTION  OF    1915. 

Mr.  ESHLEMAN,  of  California.  I  present  a  matter  which  is  rather 
out  of  order,  but  which  will  take  only  about  two  minutes,  i"f  I  may 
have  the  permission  of  the  convention. 

The  matter  I  desire  to  present  is  an  invitation ;  and  I  merely  desire 
to  present  it  now  so  that  it  will  go  to  the  executive  committee  and 
they  may  receive  it  in  time  to  present  it  to  the  association  before  ad- 
journment. The  invitation  is  from  the  Panama-Pacific  Exposition 
for  this  association  to  meet  in  San  Francisco  in  1915. 

We  assume  that  all  good  Americans  want  to  go  to  the  western 
xtast  of  this  country  once  in  their  lives,  and  we  believe  in  1915 
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will  be  the  best  time  for  this  convention  to  go  there.  The  reason 
the  exposition  has  delegated  Mr.  Thelen  and  myself  to  make  this 
request  this  far  in  advance  is  that  they  are  trying  to  determine  just 
what  conventions  will  meet  during  the  fair  long  enough  in  advance 
to  be  able  to  prepare  for  them. 

Without  any  further  statement  these  gentlemen  have  gotten  up 
a  very  fancy  engraved  invitation  which  I  am  very  glad  to  present 
at  this  time,  with  the  suggestion  that  it  go  to  the  executive  com- 
mittee; and  when  the  matter  is  reported  from  that  committee  we 
may  have  an  opportunity  to  discuss  this. 

The  PRESIDENT.  The  Chair  will  state  for  the  information  of 
gentlemen  that  a  special  committee  will  be  named  this  morning  to 
consider  these  invitations,  and  opportunity  will  be  given  to  be  heard 
before  that  committee. 

Mr.  ESHLEMAN,  of  California.  And  also  before  the  convention? 

The  PRESIDENT.  Undoubtedly. 

Mr.  ESHLEMAN,  of  California.  I  present  also  a  letter  which  dele- 
gates Mr.  Thelen  and  myself  as  special  commissioners  representing 
the  fair  to  present  this  invitation. 

The  PRESIDENT.  The  Chair  will  suggest  at  this  time  if  there  are 
others  who  desire  to  present  invitations  that  in  order  to  save  time 
they  be  presented  for  consideration  by  this  special  committee  which 
will  be  named  to-day,  and  everybody  interested  will  be  given  an 
opportunity  to  be  heard  before  that  committee.  Of  course,  such  a 
question  is  always  open  for  discussion  on  the  floor  when  the  report 
is  called  up. 

REPORT  OF  COMMITTEE  ON  UNIFORM  CLASSIFICATION  AND  SIM- 
PLIFICATION OF  TARIFFS. 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  This  com- 
mittee has  prepared  no  report  to  the  convention,  for  the  reason  that 
it  has  been  impossible  to  get  a  quorum  of  the  committee  together.  I 
think  I  should  have  gone  no  further  than  to  make  that  simple  state- 
ment, were  it  not  for  a  communication  which  I  received  in  the  last 
two  or  three  days  from  the  National  Industrial  Traffic  League  on 
this  subject,  in  wrhich  they  refer  especially  to  their  desire  for  con- 
sideration of  it  by  this  convention. 

The  subject  of  uniform  classification  has  been,  I  think,  one  of  uni- 
form interest,  and  as  we  look  back  over  the  history  of  classification 
in  this  country  it  may  be  said  in  a  general  way  that  there  has  been 
a  trend  toward  uniformity;  that  is,  the  number  of  classifications 
originally  used  has  been  gradually  reduced  until  there  are  now 
three  general  classifications  in  different  sections  of  the  country 
which  govern  all  interstate  movements. 
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The  changes  that  have  been  made  from  time  to  time  in  years  gone 
by  have  not  been  made  in  the  light  of  the  present-day  interest  in 
and  knowledge  upon  this  subject  on  the  part  of  the  general  public — 
the  shipping  public. 

As  you  all  know,  the  railroads  have  for  the  last  approximately 
three  years  had  a  committee  working  on  the  subject  of  uniformity 
in  what  might  be  called  the  underlying  or  preliminary  questions, 
excluding  the  question  of  ratings.  The  work  of  the  committee  has 
been  subject  to  the  approval  of  an  executive  committee  of  officers 
of  railroads,  and  then  the  recommendations  of  the  committee,  so 
approved,  have  gone  to  the  several  classification  committees  for  ac- 
tion at  their  hands  in  so  far  as  their  classifications  are  concerned. 

Progress  has  been  rather  disappointingly  slow.  The  western  clas- 
sification committee  recently  filed  a  classification  with  a  great  many 
changes  which  had  been  recommended  by  the  uniform  classification 
committee.  That  publication  was  protested  against  by  a  great  many 
individuals,  firms,  and  State  commissions.  The  Interstate  Com- 
merce Commission  has  conducted  very  exhaustive  and  voluminous 
hearings  thereon,  and  the  matter  now  stands  submitted. 

In  that  connection,  not  speaking  necessarily  from  the  record, 
although  I  think  it  appears  affirmatively  in  the  record,  the  position  of 
a  good  many  of  the  protestants  is  summoned  up  in  the  statement  that 
they  do  not  propose  to  submit  to  changes  in  the  classification  which 
disturb  established  commercial  conditions,  and  which  perhaps  impose 
higher  charges  in  one  way  or  another  upon  the  shippers,  without 
having  the  matter  considered  by  somebody  in  authority  other  than 
the  classification  committee. 

In  the  last  session  of  Congress,  bill  S.  6099  was  passed  by  the 
Senate,  but  was  not  acted  upon  by  the  House.  The  substantive  clause 
of  that  measure  proposes  to  authorize  and  empower  the  Interstate 
Commerce  Commission  to  determine  and  prescribe  what  will  be  the 
just  and  reasonable  general  or  uniform  classification  of  freight,  both 
individual  and  joint,  applicable  on  interstate  commerce  throughout 
the  United  States  governing  the  description  of  articles  transported 
by  and  the  regulations  and  practices  of  the  carriers  subject  to  the 
provisions  of  the  act,  and  to  make  orders  that  the  said  carriers  shall 
adopt  said  classification  and  such  amendments  thereto  as  the  com- 
mission shall  prescribe  from  time  to  time,  and  shall  conform  to  and 
observe  the  regulations  and  practices  so  prescribed. 

The  proposed  delegation  of  authority  to  the  commission  differs 
from  any  that  has  heretofore  been  delegated  in  that  this  proposes  to 
confer  upon  the  commission  the  right  to  fix  the  absolute  classification ; 
whereas  all  other  authority  affecting  rates  and  charges  has  been  con- 
fined to  the  fixing  of  maximum  charges. 

The  committee  of  this  association  in  its  report  a  year  or  two  ago 
remarked  that  if  we  had  at  the  time  absolute  uniformity  of  classi- 
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fication  and  the  carrier  and  each  regulating  body  would  exercise 
the  right  to  make  exceptions  thereto,  that  uniformity  would  neces- 
sarily soon  be  destroyed.  I  think  that  that  perhaps  underlies  the 
proposed  legislative  measure  to  which  I  have  referred. 

I  think  also  it  is  safe  to  say  that  this  measure  reflects  in  some  degree 
dissatisfaction  with  the  slow  progress  that  has  been  made  in  the  mat- 
ter of  uniformity  of  classifications.  I  think  everybody  who  is  ac- 
quainted with  the  difficulties  and  intricacies  of  this  subject  will  con- 
cede that  the  men  best  qualified  to  treat  the  matter  scientifically  are 
those  who  are  experts  and  long  experienced  in  dealing  with  those 
matters,  and  that,  therefore,  if  the  carriers  would  proceed  with  a  sat- 
isfactory expedition  to  the  formulation  of  uniform  classification, 
especially  with  regard  to  the  rules,  regulations,  minimum  weights, 
packing  and  marking  requirements,  description  of  articles,  subject, 
as  they  necessarily  must  be  when  adopted  by  the  carriers,  to  com- 
plaint and  investigation,  it  would  be  more  satisfactory  to  the  ship- 
ping public  at  large  and  probably  more  satisfactory  to  the  regulat- 
ing bodies,  either  State  or  interstate,  than  a  classification  made  by  a 
regulating  body  and  fixed  by  statutory  enactment  as  an  inflexible  or 
substantially  an  inflexible  rule. 

I  think  everybody  who  has  had  experience  in  these  efforts  to  regu- 
late the  transportation  charges  of  carriers  in  this  country  has  appre- 
ciated— and  the  longer  he  has  been  at  the  work  the  more  keenly  he 
has  appreciated — the  necessity  for  flexibility  in  the  rate  structure. 

Therefore  it  seems  fair  to  say — at  least,  I  can  say  it,  speaking  only 
for  myself — assuming  that  satisfactory  progress  were  made,  I  would 
prefer  to  see  the  classification  made  by  the  railroads  rather  than  by  a 
commission.  But  J  am  inclined  to  the  thought  that  there  must  be 
some  legislative  power  to  require  maintenance  of  uniformity  after 
uniformity  has  once  been  agreed  upon,  if  that  uniformity  is  to  be 
preserved  for  any  length  of  time. 

I  have  here  a  copy  of  the  report  of  the  committee  of  the  National 
Industrial  Traffic  League,  submitted  at  the  annual  meeting  of  the 
league  on  the  14th  of  the  present  month,  on  the  subject  of  uniform 
classification,  and  with  special  reference  to  the  Senate  bill  to  which 
I  have  adverted. 

I  do  not  want  to  take  up  too  much  time,  but  as  this  report  and  the 
recommendations  are  comparatively  brief  and  will  take  only  five  or 
six  minutes  to  read,  I  think  perhaps  I  had  better  read  them.  I  may 
say  I  read  this  for  a  reason  which  will  appear  in  the  report  itself. 
[Reading :] 

UNIFORM    CLASSIFICATION — BILL,    BEFORE    CONGRESS    WITH    RELATION    TO. 

The  attention  of  the  legislative  committee  has  been  called  to  Senate 
bill  6099,  a  proposed  act  to  amend  section  15  of  the  act  to  regulate 
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commerce,  which  bill  passed  the  United  States  Senate  August  16, 
1912;  was  then  sent  to  the  House  and  has  been  referred  to  the  House 
Committee  on  Interstate  and  Foreign  Commerce,  remaining  as  un- 
finished legislation,  to  be  taken  up  and  considered  at  the  Congress 
which  convenes  in  December  next. 

Briefly  stated,  the  bill  provides  as  follows : 

That  section  fifteen  of  the  act  to  regulate  commerce  be  amended  by  inserting 
between  the  first  and  second  sentences  thereof  the  following  sentence:  "The 
commission  is  further  authorized  and  empowered  to  determine  and  prescribe 
what  will  be  the  just  and  reasonable  general  or  uniform  classification  of 
freight,  both  individual  and  joint,  applicable  on  interstate  commerce  through- 
out the  United  States  governing  the  descriptions  of  articles  transported  by  and 
the  regulations  and  practices  of  the  carriers  subject  to  the  provisions  of  this 
act,  and  to  make  orders  that  the  said  carriers  shall  adopt  the  said  classifica- 
tion and  such  amendments  thereto  as  the  commission  shall  prescribe  from  time 
to  time,  and  shall  conform  to  and  observe  the  regulations  and  practices  so  pre- 
scribed." 

As  the  question  of  making  a  uniform  classification  of  freight  has 
reached  a  definite  legislative  stage,  it  seems  very  necessary  that  the 
shippers  of  this  country,  and  the  National  Industrial  Traffic  League, 
as  their  representative,  should  give  the  most  careful  consideration  to 
this  important  legislation,  and  should  decide  upon  that  course  which 
in  their  judgment  will  best  serve  the  interests  of  all,  both  carrier  and 
shipper.  The  matter  is,  therefore,  called  to  the  attention  of  the 
league  in  annual  meeting  assembled,  that  our  course  of  action  may 
be  decided  upon,  and  your  legislative  committee  may  be  furnished 
such  general  instructions  as  is  deemed  to  the  best  interest  of  the 
shippers  in  following  this  proposed  legislation  through  Congress.  It 
is  the  judgment  of  your  legislative  committee  that  the  time  has  not 
yet  arrived,  if  it  should  ever  arrive,  for  the  classification  of  freight 
to  be  made  by  the  commission  upon  its  own  initiative. 

We  fear  a  legislative-made  classification  (and  the  commission  is 
the  administrative  body  to  carry  on  the  legislation)  would  be  too 
rigid  and  not  sufficiently  flexible  to  meet  the  varying  conditions  ex- 
isting in  different  territories  and  constantly  arising  under  the  vary- 
ing demands  of  commerce.  We  believe  the  right  of  initiative  in  the 
making  of  the  classification  of  freight  should  continue  with  the  car- 
riers through  a  proper  body  constituted  for  that  purpose;  that  the 
work  of  the  classification  committee,  or  committees,  should  be  subject 
to  review  upon  formal  complaint  as  to  any  specific  item  or  items,  or 
upon  its  own  initiative,  by  the  Interstate  Commerce  Commission,  as 
now  authorized  by  the  act  to  regulate  commerce. 

We  believe  that  the  present  methods  employed  by  the  carriers  in 
the  making  of  the  classification  are  faulty  and  should  be  condemned ; 
that  the  classification  of  freight  as  now  framed  is  too  often  the  result 
of  hasty  and  inad vised  action.  We  believe  that  the  classification 
should  be  made  by  a  committee  of  experts  who  by  training  and  a  gen- 
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eral  knowledge  of  rate  structures  fit  themselves  i'or  the  making  of 
the  most  important  part  of  our  rate  structures,  viz,  the  classification 
of  freight  and  the  rules  and  regulations  applicable  in  connection 
therewith. 

It  is  the  recommendation  of  your  legislative  committee  that  a  rep- 
resentative committee  from  the  league,  thoroughly  representative  of 
all  the  shippers,  be  appointed  for  the  purpose  of  conferring  with  a 
similar  committee,  to  be  appointed  by  the  carriers,  to  engage  in  a  joint 
conference  with  the  view  of  devising  ways  and  means  for  dealing 
with  classification  matters,  similar  to  the  plan  employed  in  dealing 
with  questions  of  bills  of  lading,  car  demurrage,  and  other  matters 
of  general  interest ;  that  the  Interstate  Commerce  Commission  be  re- 
quested to  arrange  to  bring  about,  under  their  supervision,  a  joint 
conference  as  above  recommended. 

It  is  also  recommended  by  your  legislative  committee  that  the 
following  plan  be  adopted  by  the  league  as  the  one  recommended 
for  the  consideration  of  said  joint  conference  committee  and  for  the 
consideration  and  approval  of  the  Interstate  Commerce  Commission ; 
and  that  same  also  be  placed  before  the  classification  committee  of 
the  National  Association  of  Railway  Commissioners  for  their  con- 
sideration. 

PLAN   FOR  MAKING  UNIFORM   CLASSIFICATION. 

1.  The  making  of  the  classification  of  freight,  and  rules  and  regu- 
lations to  which  same  shall  be  subject,  be  delegated  to  an  expert 
committee  to  consist  of  not  less  than  7  nor  more  than  15  members; 
said  committee  to  be  in  constant  session,  their  -entire  time  to  be  de- 
voted to  the  study  of  classification  matters,  that  their  acts  may  be 
based  upon  judgment  determined  by  thorough  investigation   and 
expert  knowledge.     Their  duties  shall  be: 

(a)  To  bring  about  and  formulate  uniform  description  of  articles, 
package  requirements,  minimum  weights,  and,  so  far  as  practicable, 
uniform  rules  and  regulations. 

(6)  To  provide  the  rating  to  be  applied  upon  each  article  in  each 
of  the  present  classification  territories  (official,  western,  and  south- 
ern), in  order  that  such  article  may  be  rated  in  each  territory  in 
harmony  with  the  rate  adjustment  applicable  thereto. 

(<?)  To  promulgate  and  publish  a  joint  classification  showing  all 
items,  with  ratings  to  be  observed  in  each  of  the  different  classifi- 
cation territories;  also  the  rules  and  regulations  pertaining  thereto. 

(d)  To  adopt  a  uniform  system  of  numbering  or  lettering  classes, 
in  the  conversion  thereof  maintaining  ratings  consistent  with  the 
:scale  of  rates  applying  in  each  territory. 

2.  Public  meetings  to  be  held  quarterly,  at  which  shall  be  con- 
Mi  lered  petitions  of  shippers  for  proposed  changes;   also  changes 
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recommended  by  the  carriers  or  their  agents,  the  classification  com- 
mittee. Due  notice  of  such  meetings,  with  time  and  place,  together 
with  docket  of  subjects  to  be  considered,  to  be  given,  and  petitioners 
and  others  interested  in  the  changes  proposed  or  sought  to  be  given 
an  opportunity  to  be  heard. 

3.  The  Interstate  Commerce  Commission  to  be  requested  to  have 
present  at  all  of  the  public  hearings  a  member  of  the  commission, 
or  a  duly  authorized  representative,  to  hear  the  discussions,  with  the 
privilege  and  right  of  participating  by  making  of  such  proper 
inquiry  as  may  be  necessary  to  develop  the  facts.  A  record  of  the 
proceedings  to  be  kept  by  an  official  reporter,  and  a  copy  thereof 
to  be  filed  with  the  commission. 

Respectfully  submitted. 

LEGISLATIVE  COMMITTEE. 

The  idea  of  this  report  clearly  is  this :  That  it  is  better  for  every- 
body to  have  the  railroads  make  a  classification,  but  that  the  work 
of  the  railroads  shall  be  done  through  a  committee  provided  by  and 
paid  by  the  railroads,  but  not  employees  of  particular,  individual 
railroads ;  that  no  changes  shall  be  made  on  the  request  of  a  shipper 
or  at  the  initiative  or  instance  of  a  carrier,  except  after  public  hear- 
ing before  that  committee,  and,  of  course,  any  changes  made  will 
be  subject  to  attack  and  investigation  the  same  as  at  present. 

The  National  Industrial  Traffic  League  is  too  well  known  to  the 
members  of  this  convention  to  need  any  explanation.  It  is,  I  thinly 
fairly  representative  of  the  shipping  interests  of  the  country,  and 
their  statements,  I  think,  are  entitled  to  a  great  deal  of  weight. 

I  do  not  know  that  I  care  to  add  anything  further  of  my  indi- 
vidual views  except  to  say  that  the  plan  as  proposed  by  the  Indus- 
trial Traffic  League  seems  to  me  to  be  a  feasible  one  provided  it  is 
supplemented,  as  I  have  before  suggested,  with  some  legislation  or 
some  provision  of  law  which  will  require  not  only  adoption  of  such 
a  plan  but  the  maintenance  of  such  a  plan.  In  other  words,  there 
must  be  some  controlling  influence  or  some  power  to  require  con- 
formity to  the  plan  after  it  has  once  been  established,  if,  as  is  alto- 
gether probable,  some  individual  railroad  might  feel  it  wanted  in  its 
own  interest  to  depart  from  that  plan  and  establish  something  that 
might  overthrow  all  the  efforts  that  had  been  made  in  the  direction  of 
uniformity. 

As  I  said  at  the  beginning,  I  have  presented  this  because  of  the 
request  contained  in  it  that  it  be  considered  by  this  association  or 
by  this  committee,  and  because  it  reached  me  only  within  the  last  two 
or  three  days. 

Mr.  GOTHLIN,  of  Ohio.  I  would  like  to  ask  Mr.  Clark  a  question. 
You  understand  that  communication  from  the  National  Industrial 
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Traffic  League  puts  that  body  on  record  as  opposing  the  bill  that  is 
now  before  Congress? 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  I  should  so 
understand  from  their  expressions. 

Mr.  GOTHLIN,  of  Ohio.  Then  the  alternative  that  they  suggest  is  to 
put  them  right  back  again  as  indorsing  something  of  that  kind.  I  do 
not  see  anything  in  their  suggestion  that  provided  who  was  to  appoint 
this  committee  of  experts,  who  was  to  pay  them,  or  who  was  to  super- 
vise their  work. 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  I  think  the 
report  plainly  indicates  that  this  committee  of  experts  is  to  be  pro- 
vided, maintained,  and  supported  by  the  railroads. 

Mr.  GOTHLIN,  of  Ohio.  In  that  case  would  the  National  Industrial 
iraffic  League  have  representation  on  it? 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  I  understand 
lot. 

Mr.  GOTHLIN,  of  Ohio.  Then  we  ought  to  understand  that  the 
rational  Industrial  Traffic  League  proposes,  in  lieu  of  legislation  by 

mgress,  to  confer  authority  upon  the  Interstate  Commerce  Com- 
lission  to  frame  and  promulgate  a  classification.  They  want  to 

ive  it  in  the  hands  of  experts  appointed  by  the  railroads,  which 

ly  shall  have  meetings  from  time  to  time — quarterly,  I  believe — 
at  which  the  shipping  public  will  have  opportunity  to  appear;  but 
the  final  decision  of  all  questions  which  will  come  up  will  be  in  this 
committee  of  experts,  and  nobody  will  overrule  them. 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  Except  un- 
der the  exercise  of  the  power  conferred  upon  the  commission  by  the 
act  to  regulate  commerce. 

Mr.  GOTHLIN,  of  Ohio.  I  tried  to  follow  pretty  closely  the  com- 
munication which  you  read,  but  I  could  not  see  in  the  end  we  got  any 
further  than  we  are  at  present.  It  is  simply  putting  the  matter  back, 
and  instead  of  10  experts,  as  I  believe  we  have  now,  to  make  it  15, 
appointed  by  the  same  people — that  is  to  say,  the  railroads — and 
leave  it  in  their  hands,  so  that  the  only  recourse  of  an  aggrieved  ship- 
per would  be,  as  at  present,  the  making  of  a  complaint  to  the  Inter- 
state Commerce  Commission. 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  This  plan 
contemplates  this  difference:  As  you  know,  at  the  present  time  and 
in  the  past,  meetings  of  classification  committees  have  been  attended 
first  by  one  representative  of  a  given  railroad  and  then  by  another. 
There  has  been  no  regularly  organized  body  that  devoted  its  atten- 
tion entirely  to  that  subject,  with  perhaps  the  exception  of  the 
chairman  of  the  committee.  The  plan  as  proposed  by  the  Industrial 
Traffic  League  would  provide  a  committee  who  would  be  in  a  sense 
at  least  employees  of  the  railroad,  but  the  employees  of  all  the  rail- 
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roads  instead  of  individual  roads.  That  committee  would  continue 
in  session  and  would  have  no  duties  other  than  the  consideration  of 
these  classification  questions.  If  the  plan  as  proposed  by  them 
were  adopted  and  voluntarily  lived  up  to  by  all  the  carriers,  it 
would  mean  that  the  railroad  neither  on  its  own  initiative,  nor  on 
the  request  of  the  shipper,  would  make  a  change  in  the  classification 
except  by  approval  of  that  committee  after  public  hearing.  The 
railroads  would  have  to  come  to  the  committee  for  permission  to 
change  the  classification  just  the  same  as  the  shipper  who  desired  to 
change  it. 

Mr.  ESHLEMAN,  of  California.  Would  not  that  leave  a  condition 
about  like  this,  that  as  between  the  railroads  there  would  be  ma- 
chinery to  take  care  of  the  troubles  between  the  roads,  but  as  be- 
tween the  shippers  and  the  railroads,  there  would  be  no  relief  except 
as  Mr.  Gothlin  suggests,  by  the  individual  shipper  taking  it  up  with 
the  Interstate  Commerce  Commission  ? 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  I  understand 
the  underlying  principle  of  their  expression  to  be  that  the  initiative 
of  the  rate  or  charge  should  rest  in  the  railroad,  subject  to  complaint 
and  regulation. 

Mr.  ESHLEMAN,  of  California.  Not  only  the  initiative,  it  appears 
to  me,  but  the  final  consummation  of  the  whole  business. 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  I  used  the 
word  initiative  in  this  sense,  that  the  change  of  the  classification  rule 
would  be  initiated  when  it  was  published  by  the  carrier  and  tendered 
to  the  public  and  filed  with  the  commission. 

Mr.  ESHLEMAN,  of  California.  I  understand. 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  After  these 
proceedings  before  this  classification  committee. 

Mr.  THORNE,  of  Iowa.  May  I  sav  one  word?  Were  you  through, 
Mr.  Clark? 

Mr.  CLARK,  of  the  Interstate  Commerce  Commission.  Yes;  unless 
some  one  wanted  to  ask  a  question. 

Mr.  THORNE,  of  Iowa.  I  make  the  motion  that  the  recommem 
tion  which  has  been  submitted  to  this  body  by  the  National  Indus- 
trial Traffic  League  be  rejected.     If  that  motion  is  seconded  it  wil 
precipitate  a  discussion,  and  we  can  thrash  this  thing  out. 

Mr.  THORNE.  of  Iowa.  I  offer  no  motion  rejecting  Mr.  Clark's  rec- 
ommendation, because  he  makes  none. 

The  PRESIDENT.  The  motion  has  been  made  that  the  propositk 
contained  in  the  communication  from  this  traffic  league  shall  be 
jected  by  this  association.     At  this  time  that  is  the  pending  motion, 
which  of  course  opens  the  entire  question  for  discussion. 

Mr.  THORNE,  of  Iowa.  This  raises  and  brings  to  a  head  one  of  the 
most  important  issues  that  has  ever  been  presented  to  this  association. 
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Last  January  one  of  the  men  connected  with  our  rate  department 
brought  into  our  office  western  classification  51.  We  have  a  depart- 
ment which  is  instructed  to  check  changes  in  interstate  rates,  and 
when  anything  is  of  special  importance  to  report  it  to  the  commis- 
sion. He  told  us  there  were  something  like  1,700  changes,  so  far  as 
he  could  see  from  a  hasty  check,  and  that  it  probably  involved  more 
changes  in  rates,  rules,  regulations,  and  weights  than  any  other  tariff 
publication  that  had  ever  been  filed  since  the  beginning  of  tariff 
publications. 

We  did  not  know  then  how  much  the  effect  would  be  one  way  or 
the  other.  I  told  him  to  check  it  over  and  tell  me  how  many  Ad- 
vances and  how  many  reductions  there  were.  He  said,  "  It  will  prob- 
ably take  me  two  or  three  days  to  do  that."  I  said,  "  Get  busy,  then." 
And  he  came  back  a  week  later  and  said  it  was  a  physical  impossi- 
bility for  them  to  do  it  in  a  month.  I  said,  "Then  we  have  got  to 
ask  the  help  of  some  other  commissions,"  and  we  sent  out  communi- 
cations to  half  a  dozen  neighboring  commissions  that  had  been  co- 
operating with  us  on  various  matters  during  the  past,  and  we  asked 
them  to  send  the  heads  of  their  rate  departments  to  Kansas  City 
for  a  conference  relative  to  western  classification  No.  51. 

Xow.  when  I  got  down  there,  gentlemen,  I  said,  "I  do  not  expect 
you  people  to  cover  this  whole  classification  at  this  time,  but  I  want 
you  to  cover  a  reasonable  portion  of  it  in  consecutive  order,  so  that 
it  can  not  be  charged  that  you  are  picking  out  arbitrarily  unrepre- 
sentative pages  here  and  there."  They  went  to  work,  and  they  found 
out  that  the  advances  exceeded  the  reductions  more  than  two  to  one. 
Then  we  came  before  the  commission  and  asked  for  a  suspension  of 
the  classification,  which  of  course  you  are  acquainted  with,  and  we 
have  now  for  over  six  months'  time  been  making  an  exhaustive  in- 
investigation  into  that  classification.  This  forms  an  illustration 
of  what  you  can  expect  from  the  railroads.  We  found,  first,  as  to 
rules  and  regulations,  that  of  all  the  changes  in  rules  and  regula- 
tions not  one  of  them  had  any  effect  at  all  in  the  way  of  the  reduc- 
tion of  the  burdens  upon  the  shippers.  I  say  that  with  great  con- 
fidence, and  why?  Because  we  submitted  the  question  to  every 
one  of  these  heads  of  rate  departments  in  the  employ  of  the  pub- 
lic, and  not  to  the  shippers  or  to  the  carriers,  and  every  one  of  them 
has  indorsed  my  position,  and  I  have  stated  it  here  in  open  oral 
Mi-rrument,  before  the  Interstate  Commerce  Commission,  and  it  was 
not  questioned  or  challenged  from  the  beginning  of  this  matter  to 
the  end.  Every  change  that  was  made  in  the  rules  and  regulations 
had  the  effect  of  increasing  the  burdens  upon  the  shipping  public. 

Although  they  said,  "  We  are  not  going  to  monkey  with  rates  " — 
we  found  five  or  six  hundred  changes  in  rates,  and  we  found  the 
number  of  advances  in  the  carload  rates  exceeded  the  reductions 
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in  the  carload  rates  about  2  to  1,  and  we  found  the  number  of  ad- 
vances in  the  less-than-carload  rates  exceeded  the  number  of  reduc- 
tions in  less-than-carload  rates  about  2  to  1.  We  found  that  the 
advances  in  the  weights  exceeded  the  reductions  more  than  2  to  I. 
We  found  they  had  eliminated  from  the  carload  mixtures  over  500 
articles  and  had  added  to  the  carload  mixtures  something  like  134 
articles. 

One  thing  further.  We  find  this  situation:  That  on  many  articles 
you  can  not  expect  the  public  to  take  the  initiative;  that  it  is  up  to 
you  gentlemen,  not  the  members  of  the  Interstate  Commerce  Com- 
mission, but  up  to  the  State  commissions,  as  traffic  experts  in  the 
employ  of  the  public,  as  provided  by  law.  Why  is  that?  You  will 
say,  "  If  a  man  is  hit,  he  certainly  ought  to  howl,  otherwise  he  ought 
to  get  hit."  But  is  that  true?  The  great  bulk  of  the  traffic  of  this 
country  is  shipped  f.  o.  b.  by  the  manufacturer  or  the  big  jobber, 
and  the  retailer  and  the  consumer  bears  the  burden.  The  retailers 
and  the  consumers  of  the  United  States  have  passed  laws  establish- 
ing railroad  commissions,  with  powers  to  take  the  initiative  on  their 
behalf,  and  it  is  up  to  them  to  perform  their  task. 

I  will  give  you  a  concrete  illustration  of  how  that  works  out. 
Down  in  St.  Louis  there  is  a  coffee  jobber,  one  of  the  biggest  in  the 
country.  There  was  a  change  in  the  freight  rate  on  green  coffee  in 
single  bags.  I  will  not  go  into  the  merits  of  that  proposition,  be- 
cause it  is  too  long,  but  he  wrote  to  Mr.  Fyfe  that  if  Mr.  Fyfe  would 
see  that  his  competitor  down  at  New  Orleans,  who  was  not  subject 
to  the  western  classification,  was  compelled  to  suffer  the  same  ad- 
vance, he  would  not  make  any  complaint,  because  his  customers 
then  would  be  on  a  parity  and  he  would  have  an  equal  chance  still 
with  his  competitor  at  New  Orleans. 

Mr.  Fyfe  was  not  able  to  deliver  the  goods;  they  were  not  able 
to  get  the  thing  hooked  up  in  time;  and  the  result  is  that  New 
Orleans  did  not  get  the  advance  while  St.  Louis  did  get  the  advance, 
and  that  is  what  brought  it  up  before  the  Interstate  Commerce  Com- 
mission. If  it  had  not  been  for  that  fact  the  question  of  the  rating  on 
coffee  in  bags  would  not  have  been  up  for  consideration  by  this 
commission.  If  that  advance  had  gone  in  the  shipping  public 
would  have  had  to  pay  it.  The  retailers,  of  course,  if  it  was  large 
enough,  would  have  passed  it  on  to  the  consumer.  Can  you  expect 
a  retailer  in  a  country  town  or  a  small  city  to  investigate  these  traffic 
matters  and  handle  them  with  any  degree  of  intelligence?  You  can 
not,  and  that  is  why  they  have  selected  us  to  do  it  for  them. 

In  regard  to  this  classification  matter,  another  feature  stands 
out  in  my  memory.  It  is  this:  That  a  gentleman  in  the  employ  of 
one  side  on  these  questions  can  not  serve  in  as  good  a  capacity  to 
decide  them  as  the  man  who  is  not  in  the  employ  of  one  side  or  the 
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other.  We  found  a  distinguished  traffic  official  appearing  before 
this  commission  and  quoting  the  retail  prices  on  drugs  and  chemi- 
cals to  substantiate  his  claim  that  they  should  be  permitted  to 
advance  the  rates  on  those  commodities.  And  whom  did  he  quote? 
He  quoted  Malinckrodt,  of  St.  Louis,  one  of  the  largest  houses  in  that 
line  in  the  United  States.  Malinckrodt  had  originally  protested 
against  these  advances,  but  for  some  reason  that  protest  was  later 
apparently  withdrawn,  and  then  this  gentleman  turns  around  and 
quotes  the  prices  of  Malinckrodt  before  the  Interstate  Commerce 
Commission  in  support  of  his  contention  that  the  rates  on  these 
commodities  should  be  permitted  to  be  advanced.  And  what  hap- 
pened? Malinckrodt  got  hold  of  that  brief.  He  had  previously 
made  some  kind  of  an  arrangement  with  Mr.  Fyfe — they  had  been 
classmates  in  school  together  and  very  close  friends,  and  Mr.  Fyfe 
had  assured  him  of  fair  treatment  if  he  would  at  that  time  with- 
draw his  protest  against  the  advance,  and  he  did  withdraw  it;  and 
then  he  found  Mr.  Fyfe  using  his  own  prices  against  him  in  order 
to  get  this  thing  adjudicated  against  him.  The  gentleman  repre- 
senting Malinckrodt  said  they  had  two  kinds  of  prices  which  applied 
in  that  business — prices  to  small  dealers,  and  then  different  prices 
for  large  jobbers;  and  Mr.  Fyfe  used  the  highest  prices,  of  course, 
in  his  brief — the  retail  prices,  and  he  did  not  say  anything  about 
the  jobbing  prices,  although  he  had  the  book  containing  them  in 
his  possession,  and  although  that  book  would  have  shown  the  prices 
to  be  25  to  50  per  cent  less  than  what  he  claimed, they  were. 

These  facts  I  have  gone  to  the  pains  of  giving  to  you  in  detail 
simply  because  of  this  conclusion,  which  I  think  is  a  fair  and  just 
one,  and  I  think  you  gentlemen  must  agree  with  me  that  in  dealing 
with  these  matters  we  can  not  expect  the  square  deal  from  one  of 
the  interested  parties  who  have  practically  the  management  of  the 
actual  work  done  in  that  line.  As  I  said  yesterday,  if  you  had  a  case 
against  John  Smith  you  would  not  want  to  have  John  Smith  on  the 
jury.  If  you  did,  you  would  be  a  fit  subject  for  the  insane  asylum. 
And  if  the  United  States  Congress  was  contemplating  the  framing 
of  a  tariff  for  the  entire  United  States  and  should  ask  the  manufac- 
turers to  come  in  and  frame  the  tariffs,  they  would  be  fit  candidates 
for  the  insane  asylum  also.  [Applause.] 

Mr.  THORNE.  And  the  people  of  this  country  would  not  stand  for 
it  one  minute. 

Now,  what  does  this  recommendation  contemplate?  It  contem- 
plates that  the  committee  that  shall  really  make  the  classification 
shall  be  appointed  by  and  be  in  the  employ  of  the  railroads.  I  say 
that  it  is  just  as  feasible  and  just  as  possible  and  just  as  practicable 
for  the  Interstate  Commerce  Commission  to  employ  a  force  of  seven 
disinterested  experts  and  put  them  in  the  pay  of  the  Government  in- 
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stead  of  the  railroads  or  of  the  shippers  and  let  that  disinterested 
committee  thrash  out  these  matters  instead  of  letting  the  railroads 
thrash  them  out  as  in  the  past. 

Now,  who  are  the  component  parts  of  this  National  Industrial 
Traffic  League?  I  will  tell  you;  they  are  a  splendid  lot  of  men- 
Mr.  Barlow,  who  is  a  representative  of  the  industrial  traffic  interests 
of  Chicago ;  Mr.  H.  G.  Wilson  is  a  traffic  expert  representing  Kansas 
City's  commercial  interests ;  there  is  another  gentleman  from  Indian- 
apolis, another  from  Sioux  City,  and  another  from  Omaha.  There 
you  have,  so  far  as  I  know,  the  leading  members  of  that  association — 
a  splendid  lot  of  men.  There  are  others  also,  but  the  fellows  in  the 
small  towns  are  not  represented  in  that  association  at  all;  the  con- 
sumer has  no  representative  in  that  association. 

When  it  came  to  the  presentation  of  western  classification  No. 
51  before  the  Interstate  Commerce  Commission,  these  gentlemen 
said,  "  We  are  looking  after  our  jobbers,  but  we  will  depend  upon 
you  entirely  to  look  after  the  consumers,"  and  the  retailers  were 
represented  to  a  slight  extent  before  the  commission. 

This  is  a  task,  of  all  tasks,  that  should  be  done  by  the  public, 
by  men  in  the  employ  of  the  public,  not  by  a  one-sided  tribunal  in 
the  employ  of  one  or  the  other  of  the  interested  parties. 

There  are  many  of  these  advances  that  are  absolutely  meaningless. 
If  some  gentleman  who  has  been  coached  by  the  railroads  is  able  to 
get  up  here  and  tell  you  that  this  or  that  advance  did  not  mean  any- 
thing, you  just  jot  it  down  in  your  memory  that  I  oan  get  up  and 
name  a  whole  lot  of  reductions  that  likewise  do  not  mean  anything. 

There  are  a  lot  of  meaningless  advances  and  there  are  also  a  lot  of 
meaningless  reductions,  but  there  are  a  host  of  advances  and  reduc- 
tions, as  well,  that  mean  a  great  deal. 

I  am  not  asking  you  to  take  my  own  individual  opinion  about 
these  things.  There  is  a  group  of  16  western  commissions,  and  now  a 
seventeenth,  I  am  told  this  morning,  that  agree  with  us  on  all  the 
conclusions  I  have  presented  in  our  brief  on  the  western  classifica- 
tion. Most  of  those  commissions  did  not  take  an  active  part  in 
the  investigation,  and  you  will  say  their  position  can  not  be  ac- 
credited. It  is  true,  that  most  of  them  did  not  take  part  in  the 
investigation,  but  there  are  half  a  dozen  that  did  take  an  active 
part — Minnesota,  through  the  chief  of  their  rate  department;  Wis- 
consin, through  Commissioner  Erickson;  Illinois,  through  the  head 
of  their  rate  department,  Mr.  Wolf;  and  Oklahoma,  through  Mr. 
Henshaw,  and  Mr.  Bee  at  the  head  of  their  rate  department ;  and  the 
traffic  men  of  Nebraska  and  Kansas  to  some  extent,  although  Karis 
worked  more  separately  from  the  rest  of  us  than  did  the  others.  1 
have  named  Illinois,  Minnesota,  Wisconsin,  Iowa,  and  Oklahoma. 
Those  States  were  represented  constantly  at  every  conference  that 
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was  held.  In  the  final  going  over  of  the  briefs  those  States  were 
represented  in  the  conference  at  Chicago,  which  lasted  three  days. 
Mr.  Erickson  has  devoted  weeks  and  weeks  to  it;  on  one  phase  of 
the  classification  he  received  2,000  letters.  And  now,  after  going 
over  all  of  these  matters,  we  are  most  firmly  of  the  opinion  that  it  is 
not  safe,  that  it  is  not  practicable  or  feasible,  to  leave  this  matter 
in  the  hands  of  the  railroads  to  work  but.  This  great  task,  that 
means  changes  in  thousands  of  rates,  rules  and  regulations,  and 
weights,  is  a  task  that  leaves  too  much  room  for  an  interested  party 
to  take  advantage  of  the  situation  here  and  there.  It  ought  to  be 
done  by  a  disinterested  body  working  constantly  on  the  subject. 

As  to  the  flexibility  of  the  proposition,  will  the  bill  that  has  been 
framed  by  a  group  of  western  State  commissions — will  it  lead  to  an 
inflexible  classification  ? 

In  the  first  place,  I  want  to  tell  you  that  there  are  half  a  dozen 
commissions  that  have  been  doing  that  very  same  thing  for  20  years 
in  the  Middle  West;  Iowa  and  Illinois  classifications  have  been 
framed  by  the  State  commissions  for  20  years  or  more.  There  is 
nothing  to  that  argument  at  all.  When  there  is  a  change  in  the 
classification,  you  ought  to  have  your  30  days'  notice,  ought  you  not? 
Then,  when  that  change  is  requested,  what  is  the  matter  with  this 
expert  committee  in  the  employ  of  the  Interstate  Commerce  Commis- 
sion investigating  and  saying  whether  the  change  is  appropriate  or 
not?  As  a  matter  of  fact,  all  the  rates  in  the  United  States  at  this 
moment  are  inflexible  if  you  are  going  to  adopt  that  interpretation 
of  it.  because  you  can  not  change  them  to-day  without  notice  and  a 
possible  hearing.  Why  should  you  make  your  classification  any  dif- 
ferent ?  One  little  change  in  the  classification  affects  thousands  and 
thousands  of  towns.  One  change  in  a  classification  is  more  impor- 
tant than  a  change  in  a  rate,  a  hundred  times  greater,  because  it 
affects  so  many  more  people.  The  little  change  from  second  to 
fourth  class  on  an  article  will  affect,  in  the  western  classification  ter- 
ritory alone,  about  20,000  towns  to  all  other  towns  in  the  United 
States.  When  you  are  dealing  with  a  classification  matter,  you  are 
dealing  with  a  stupendous  proposition.  It  is  a  work  which  it  is 
proper  for  the  Government  to  do,  subject  to  change  in  the  future,  as 
the  bill  provided  that  we  drafted. 

There  is  some  question  at  the  present  time  about  the  authority 
<>1  the  commission  to  make  a  uniform  classification  for  the  United 
States.  If  you  gentlemen  remember,  in  Kentucky  some  time  ago 
there  was  a  case  decided  relative  to  a  law  there  that  gave  broad 
powers  to  the  Kentucky  commission — very  broad  powers  indeed- 
very  analogous  to  the  present  wording  of  the  interstate-commerce 
aet.  and  when  it  got  up  before  the  Supreme  Court  they  said  substan- 
tially :  The  making  of  a  general  schedule  for  the  whole  State  is  such 
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a  broad  proposition,  so  big  compared  to  the  ordinary  complaint  here 
and  there,  that  we  can  not  infer  that  the  legislature  intended  that 
they  should  have  that  additional  power,  for  they  should  have  said  so 
if  they  had  so  intended.  Therefore,  although  the  words  may  be 
so  interpreted,  we  will  not  infer  that  that  is  intended,  and  we  hold 
the  act  to  be  illegal. 

We  have  loitered  along  on  this  proposition  now  for  so  many 
years,  and  have  not  got  anywhere  hardly,  that  I  think  it  is  time 
for  the  United  States  Government  to  say,  "We  will  undertake  this 
task;  we  will  appoint  a  committee  of  rate  experts  and  put  them — 
some  of  them  could  be  railroad  men  formerly,  and  some  of  them 
shippers  formerly,  but  make  them  experts  in  the  employ  of 
the  Government,  and  let  them  get  their  bread  and  butter  from 
the  Government,  and  we  will  proceed  at  once  along  practical  lines 
to  revise  this  classification,  to  be  subject  to  the  approval  or  objection 
of  the  commission,  if  it  is  so  desired." 

Mr.  HAMPTON,  of  South  Carolina.  I  am  going  to  tell  you  a  little 
anecdote  before  I  start.  Mr.  Williams,  of  the  Southern  Railroad, 
was  going  to  Cuba,  and  a  man  came  to  him  and  asked  him  did  he 
have  a  pass  or  a  ticket.  He  said,  "  Yes,"  and  handed  him  a  ticket. 
He  said,  "  I  am  from  South  Carolina."  He  said,  "Are  you  a  citizen 
of  the  United  States  of  America  ?  "  He  said,  "  I  don't  know.  I 
am  a  citizen  of  South  Carolina.  She  may  have  bolted  the  Union 
since  I  left,  but  she  was  yesterday." 

I  am  from  South  Carolina,  and  I  am  one  of  the  members  of  the 
railroad  commission.  I  believe,  in  all  honesty  and  conscientious- 
ness, instead  of  having  a  committee  appointed  by  the  railroads 
on  that  committee  one  member  of  each  railroad  commission  should 
be  placed  on  it,  to  be  an  arbitrator  between  the  railroads  and 
the  citizens  of  the  various  States.  I  simply  want  to  do  this  as 
an  amendment  to  the  motion,  because  I  think  it  is  all  right.  I  will 
not  go  into  details,  but  I  think,  if  the  gentleman  will  accept  my 
amendment,  that  there  will  be  full  protection  for  the  citizens  of  the 
States  and  no  encroachment  by  the  railroads  on  the  citizens,  and  I 
believe  that  to  be  equitable  and  fair.  I  do  not  believe  the  railroads 
would  resist  it.  What  are  we,  gentlemen  ?  The  arbitrators  between 
the  public  and  between  the  railroads  to  see  that  they  get  the  proper 
service,  the  proper  safety,  and  the  proper  rates.  If  the  gentleman 
will  accept  my  amendment,  I  will  be  glad. 

Mr.  WINGFIELD,  of  Virginia.  I  rise  to  second  Mr.  Thome's  mo- 
tion. I  concur  in  all  he  has  said.  In  the  last  six  or  eight  months 
I  have  had  some  experience  in  this  matter  of  the  classification- 
southern  classification  No.  38.  On  the  initiative  of  the  commissi( 
of  Georgia  several  of  the  States  asked  for  the  suspension  of  that 
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Classification.  It  was  referred  to  the  suspension  board  of  the  Inter- 
state Commerce  Commission,  and  they  referred  us,  as  petitioners,  to 
leet  the  classification  committee,  and  our  meetings  with  that  classi- 
ication  committee  were  not  at  all  satisfactory.  I  therefore  heartily 
indorse  all  that  Mr.  Thorne  has  said. 

Mr.  HAMPTON,  of  South  Carolina.  I  made  an  amendment  to  this 
resolution,  and  whether  you  want  to  adopt  it  or  not  I  leave  it  to  the 
convention. 

The  PRESIDENT.  There  does  not  seem  to  be  any  second. 

Mr.  ESHLEMAN,  of  California.  It  is  not  necessary  for  me,  on 
behalf  of  the  far  West,  to  add  anything  to  what  has  been  said  by  Mr. 
Thorne  in  regard  to  the  classification.  We  find  that  western  classi- 
fication No.  51  is  an  attempt  to  accomplish  that  which  the  railroads 
could  not  directly  accomplish.  If  you  will  recall,  they  attempted  to 
raise  their  rates  generally  on  the  ground  that  they  should  have  more 
revenue,  and  in  a  very  able  opinion,  written  by  Mr.  Commissioner 
Lane  and  concurred  in  by  all  the  members  of  the  Interstate  Com- 
merce Commission,  they  were  not  permitted  so  to  do.  We  candidly 
believe  that  western  classification  No.  51,  as  it  is  worked  out,  is  an 
attempt  by  indirection  to  accomplish  the  same  results  which  were 
contemplated  in  the  attempted  raising  of  the  rates.  We  find,  and 
our  rate  experts  inform  us,  that  it  would  involve  a  multitude  of 
advances  with  but  comparatively  few  reductions. 

Mr.  HAMPTON,  of  South  Carolina.  I  think  you  all  must  miscon- 
strue my  idea.  I  want  to  agree  with  you,  except  I  want  to  put  the 
railroad  commission  of  each  State  on  the  committee  to  carry  out  what 
the  resolution  calls  for.  I  am  not  resisting  the  resolution,  I  am  in- 
dorsing it,  but  I  want  protection  for  the  people  of  the  various  States 
that  we  represent.  I  think  that  is  fair,  and  that  is  all  I  ask. 

Mr.  GOTHLIN,  of  Ohio.  I  have  a  great  deal  of  respect  for  the  mem- 
bers of  the  National  Industrial  Traffic  League  as  a  general  proposi- 
tion. I  have  been  a  commercial  traffic  manager  myself,  and  I  am 
very  largely  acquainted  with  the  prominent  officials  in  that  league; 
but  I  think  in  this  case  they  have  made  a  mistake.  We  have  been 
waiting  for  years  and  years  for  a  uniform  classification.  The  older 
members  here  will  recall  that  way  back  over  20  years  ago  the  rail- 
roads appointed  a  committee,  which  worked,  I  think,  for  some  20 
months.  They  framed  a  uniform  classification,  and  it  was  submitted 
in  1889 — that  is  23  years  ago — to  the  roads  over  the  United  States, 
and  they  could  not  agree  and  it  fell  down. 

Now,  if  we  wait  until  a  committee  of  the  railroads  will  ever  be 

able  to  agree  on  a  uniform  classification,  every  member  of  this  body 

will  have  disappeared  from  the  face  of  the  earth.     They  can  not 

agree,  gentlemen.     At  the  present  time  they  have  one  rule — rule 
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No.  10 — that  relates  to  mixed  carloads,  as  to  which  the  railroads  in 
the  East  and  the  railroads  in  the  West  and  the  shippers  in  the  East 
and  the  shippers  in  the  West  are  at  loggerheads.  If  you  are  ever 
going  to  get  a  uniform  classification,  it  must  come  from  some  authori- 
tative body.  Action  has  been  taken  and  a  bill  has  been  framed  and 
is  now  in  Congress,  and  I  believe  that  the  only  way  to  get  results  is 
to  favor  that  bill,  if  it  be  a  correct  bill,  and  as  far  as  I  have  been  able 
to  see  I  am  in  favor  of  it.  I  think  authority  should  be  conferred 
upon  the  Interstate  Commerce  Commission  to  frame  and  promulgate 
a  uniform  classification.  I  have  every  confidence  in  that  body.  They 
are  not  going  to  do  it  offhand;  they  are  going  to  appoint  experts, 
and  they  are  going  to  have  full  hearing  before  any  final  action  is 
taken.  I  would  like,  with  Mr.  Thome's  consent,  to  substitute  for  his 
motion  this: 

"Resolved,  That  it  is  the  sense  of  this  convention  that  there  should 
be  appropriate  legislation  by  Congress  empowering  and  directing 
the  Interstate  Commerce  Commission  to  frame  and  promulgate  a 
classification  of  freight  to  cover  interstate  traffic  over  the  entire 
United  States." 

Mr.  THORNE.  I  accept  the  amendment. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  I  do  not 
rise  for  the  purpose  of  discussing  this  general  proposition,  but  only 
because  of  my  impression  that  Judge  Wingfield's  statement,  by  reason 
of  his  brevity,  and  without  any  intent  on  his  part  to  do  so,  would 
perhaps  do  an  injustice  to  the  Interstate  Commerce  Commission  in 
regard  to  the  matter  of  the  southern  classification  to  which 
he  referred.  That  classification  was  presented  to  the  Interstate 
Commerce  Commission — filed  here  in  June,  to  take  effect  some  time 
before  the  1st  of  July.  It  was  filed  perhaps  about  May — I  am  not 
accurate  about  the  dates — but  it  was  to  become  effective  in  June ; 
and  it  was  protested  against,  as  Mr.  Wingfield  has  said,  by  several 
of  the  southern  commissions  and  others,  but  before  the  time  came 
for  any  action  on  it  the  railroads  presented  a  request  that  if  there 
was  any  protest  about  it  they  would  like  to  have  an  opportunity  to 
confer  with  those  who  were  protesting,  to  the  end  that  such  things 
as  might  be  finally  really  objected  to  might  be  eliminated  and  that 
those  that  were  not  objected  to  seriously  might  go  into  effect.  In 
order  that  we  might  not  get  that  classification  tied  up,  with  every 
part  and  parcel  of  it  suspended  and  subject  to  investigation,  which 
would  have  to  be  disposed  of  within  the  10  months  provided  for  in 
the  act  to  regulate  commerce,  which  limits  the  time  of  the  commis- 
sion in  which  to  make  investigation  in  the  cases  of  suspended  rates, 
the  commission  permitted  the  railroads  to  file  an  application  to  post- 
pone the  effective  date  of  it,  on  their  own  motion,  so  as  to  give  op- 
portunity for  the  conferences  which  they  desired  to  have,  for  the 
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purpose  of  eliminating  the  protests  so  far  as  they  might  be  able  to 
do  it,  and  then  they  were  told  that  they  ought  to  get  together  with 
the  shippers  and  with  the  protesting  commissions  and  discuss  the 
matter  as  promptly  as  possible,  so  that  the  proposition  might  be 
disposed  of  at  as  early  a  date  as  practicable. 

They  suggested  then  that  they  were  going  to  have  a  meeting  in 
Atlantic  City,  N.  J.,  and  that  it  ,was  already  fixed,  for  a  conference 
with  some  of  the  shippers.  As  many  of  the  protestants  were  from 
the  North  as  well  as  from  the  South,  the  roads  were  told  then  that 
they  need  not  expect  all  of  the  protestants  from  the  South,  the  terri- 
tory where  the  classification  was  going  to  become  effective,  to  be  at 
Atlantic  City,  neither  the  commissioners  nor  the  shippers,  and  that 
they  should  have  a  meeting  somewhere  near  the  seat  of  the  trouble 
in  the  South.  They  had  already  fixed  their  meeting  at  Atlantic  City, 
and  they  did  not  call  that  off.  They  saw  such  persons  as  went  there, 
and  we  had  a  representative  or  two  there  to  hear  what  was  said  and 
hear  the  discussion  and  keep  in  touch  with  the  matter.  The  result 
was  that  they  agreed,  in  consequence  of  that  conference,  to  eliminate 
a  number  of  the  items  they  had  in  the  classification  and  to  modify 
others;  but  they  were  told  that  they  must  have  a  conference  where 
the  people  from  the  South  could  get  to  them  with  more  convenience 
than  at  Atlantic  City,  and  then  we  took  it  up  and  had  what  I  under- 
stood to  be  a  satisfactory  arrangement  for  a  conference  here  in 
Washington,  and  the  members  of  the  commission  that  had  protested 
through  their  committee  headed  by  Mr.  Candler,  chairman  of  the 
Georgia  commission,  who  is  present,  and  other  members  of  the  com- 
mittee came  here,  and  we  had  a  conference.  That  was  not  a  confer- 
ence of  any  board  of  the  commission.  I  was  there,  and  other  repre- 
sentatives of  the  commission  were  there,  and  we  had  several  days  of 
it.  The  southern  protestants,  including  the  commissioners,  indicated 
that  they  had  not  had  time  to  analyze  this  proposition  sufficiently 
to  know  just  what  they  could  eliminate  from  their  objections  and 
what  they  could  permit  to  go  in  without  protest,  and  they  offered 
at  the  close  of  the  conference  to  finish  their  analysis  and  indicate 
their  specific  objections,  if  afforded  the  necessary  time  to  do  so.  A 
proposition  was  made  to  take  it  up  about  the  middle  of  August. 

There  was  some  hesitation  on  the  part  of  one  or  two  of  the  rail- 
roads about  some  question  involved,  so  that  there  was  no  definite 
and  final  understanding  had  at  that  meeting,  which  was,  I  believe, 
late  in  June,  as  to  the  meeting1  to  be  had  in  August.  But  after  the 
conference  at  Atlantic  City,  the  roads  that  had  hesitated  and  halted 
about  a  further  conference  here  in  August  withdrew  their  objection 
to  that,  and  it  was  opened  up  again  through  correspondence.  The 
committee,  Mr.  Candler,  of  Georgia,  and  others,  whom  he  repre- 
sented, were  notified,  and  they  came  here,  and  at  that  time  no  member 
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of  the  Interstate  Commerce  Commission  was  present,  but  representa- 
tives of  the  commission  such  as  take  the  testimony  in  all  these  cases, 
after  they  are  suspended,  as  necessity  requires,  were  present,  and 
there  was  then  another  conference  here.  From  that  resulted  an  un- 
derstanding that  the  protestants  should,  by  a  certain  date — I  do  not 
remember  exactly — definitely  indicate  the  things  that  they  would  in- 
sist upon  protesting  against  and  eliminate  the  balance,  with  the 
understanding  upon  the  part  of  the  railroad  representatives  that 
those  things  that  were  still  protested  against  would  be  submitted  to 
the  commission  for  its  check,  after  having  heard  what  the  roads  had 
to  say  and  what  the  protestants  had  to  say.  The  final  report  of 
the  chairman  of  the  committee  representing  the  protestants,  which 
Mr.  Candler  presented  here  in  full,  and  on  time  according  to  the 
understanding,  was  then  taken  up  by  the  commission,  and  it  desig- 
nated the  items  wrhich  it  thought  ought  to  be  taken  out.  These, 
according  to  the  understanding,  may  be  listed  for  further  discussion 
before  the  classification  committee,  there  to  be  dealt  with,  subject,  of 
course,  to  the  right  of  any  protestant  to  present  a  complaint  to  the 
commission  thereafter. 

That  course  was  taken  so  that  the  things  really  objected  to  could 
still  be  further  heard,  without  holding  up  the  whole  classification, 
which  carries  along  with  it  some  reductions  and  some  increases, 
changes  in  rules  in  regard  to  packing,  and  minimum  weights,  etc. 
We  did  not  ask  the  roads  to  cut  out  of  the  classification  all  of  the 
things  that  the  committee  recommended  should  be  cut  out.  We 
dealt  with  it,  as  wre  thought,  in  a  fair  way,  from  a  tentative  stand- 
point, feeling  that  what  was  left  to  go  in  could  soon  be  dealt  with 
again  in  detail,  and  that  which  was  not  objected  to  at  all,  including 
the  decreases  in  the  rates  and  changes  in  some  of  the  rules,  which,  on 
their  face  appeared  to  us  not  to  be  objectionable  might  go  in,  sub- 
ject, of  course,  to  complaint  hereafter,  and  that  we  might  make  some 
progress  in  the  way  of  improving  the  classification.  So,  in  order 
to  make  effective  that  understanding  and  the  result  of  our  check  as 
to  what  should  be  eliminated  and  what  might  go  into  effect,  after 
all  these  conferences,  the  roads  asked  again  for  an  extension  of  time, 
and  they  were  given  until  the  1st  of  November,  so  that  the  whole 
matter  was  before  the  commission  in  conference,  one  way  and  ai 
other,  from  along  in  June  until  the  1st  of  November,  when  it  became 
effective,  such  part  of  it  as  has  become  effective.  Now,  Judge  Wing- 
field  says  that  the  result  is  not  satisfactory.  That  is  a  general 
statement.  Perhaps  it  is  not  satisfactory  to  everybody.  The  termi- 
nation of  no  controversy  is  satisfactory  to  everybody. 

Mr.  WINGFIELD,  of  Virginia.  I  stated  that  our  conference  on  this 
matter  with  that  classification  committee  was  unsatisfactory.  I  am 
certainly  not  making  any  reflection  upon  your  body ;  but  this  method 
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of  interested  parties,  or  the  representatives  of  interested  parties, 
holding  that  advantage,  with  the  members  of  the  different  State 
commissions  having  to  appear  before  them  as  petitioners  or  com- 
plainants, gives  them  all  the  advantage  of  the  situation,  and  that  is 
not  satisfactory. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  I  do  not 
question  that  at  all.  I  do  not  think  there  is  any  difference  between 
Judge  Wingfield  and  myself. 

Mr.  WINGFIELD,  of  Virginia.  I  just  wanted  that  understood. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  The 
matter  was  left  in  such  a  way  that  it  would  probably  be  unjust  to  the 
commission,  due  to  the  brevity  of  the  statement  by  Mr.  Wingfield, 
and  I  said  what  I  did  particularly  because  reference  was  made  to 
the  fact  that  it  was  turned  over  for  a  conference  with  the  board  of 
suspension. 

Mr.  WINGFIEI,D,  of  Virginia.  There  were  only  three  members  of 
your  suspension  board  there.  We  tried  to  get  a  member  of  your 
commission  there,  but  we  could  not  do  it. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  Well,  we 
had  been  there  at  the  other  one,  and  it  must  be  plain  to  everybody 
that  neither  the  Interstate  Commerce  Commission,  nor  any  member 
of  it,  can  be  present  at  every  occasion  when  anything  is  being  said 
about  rates  all  over  the  country,  and  the  law  does  not  require  it,  and 
it  is  a  physical  impossibility.  But  I  have  no  quarrel  with  Judge 
Wingfield.  I  do  not  understand  him  to  criticize  the  way  in  which 
we  have  dealt  with  the  matter. 

Mr.  HAMPTON,  of  South  Carolina.  The  only  suggestion  I  made 
and  the  only  thing  I  spoke  for — if  those  gentlemen  knew  me  as  well 
as  they  ought  to  know  me,  they  would  know  I  am  sincere.  I  am 
simply  trying  to  do  this  to  bring  about  a  result  between  this  body  and 
your  body,  and  all  I  ask  in  this  resolution — the  amendment — is  to 
have  appointed  on  the  committee  one  representative  of  the  railroad 
commission  of  each  State. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  I  do  not 
want  to  be  understood  here  as  in  any  way  finding  fault  with  anyone 
in  this  matter,  except  I  do  want  it  understood  about  the  manner  in 
which  \ve  have  dealt  with  this  southern  classification;  and  while 
I  am  going  to  say  but  a  few  more  words  on  this  subject,  yet  any 
classification,  uniform  or  otherwise,  made  by  anybody,  has  got  to 
be  one  that  can  give  and  take  to  some  extent.  You  can  not  bring 
about  uniformity  upon  the  basis  of  adopting  every  possible  reduc- 
tion and  burden  in  one  form  or  another,  and  increases  or  no  addi- 
tional burden  on  this  or  that  or  something  else.  It  has  got  to  be  a 
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process  of  fairness  and  live  and  let  live,  give  and  take,  in  order  to 
accomplish  a  classification  for  the  whole  country. 

Now,  for  instance,  this  question  about  minimum  carload  weights 
and  so  forth — the  people  are  crying  for  cars,  and  they  want  cars 
released;  the  roads  want  the  cars  to  have  their  full  capacity  for 
earning.  The  shippers  need  cars,  and  yet  one  shipper  would  like 
to  have  a  minimum  weight  that  would  only  carry  half,  perhaps,  of 
the  capacity  of  the  car,  because  it  suits  the  size  of  the  orders  which 
he  gets  better,  and  there  a  commercial  consideration  comes  in. 

Now,  the  interests  of  the  'manufacturers,  the  consumers,  the  deal- 
ers, the  railroads,  and  everybody  will  be  better  promoted  when  the 
fullest  possible  use  of  the  facilities  afforded  by  the  carriers  can  be 
given,  and  that  can  not  be  done  when  you  measure  the  minimum 
capacity  of  a  car  by  the  commercial  need  of  a  dealer,  who  wants  to 
ship  half  a  carload  instead  of  a  carload.  That  was  illustrated  the 
other  day  in  some  of  these  packing  rules.  A  great  many  rules  were 
called  increases  in  this  classification  because  the  rate  was  left  the 
same  if  the  article  was  boxed  or  crated,  but  if  thrown  into  the  car 
in  bundles  or  loose,  the  rate  was  increased  somewhat.  Now,  that 
does  not  mean  that  the  rate  is  increased  if  it  is  packed  as  any  prudent 
man  should  pack  his  goods,  not  only  for  his  own  interest  but  for  the 
interest  of  the  railroads  as  well.  It  will  eliminate  a  great  deal  of  the 
damage  and  a  good  many  loss  and  damage  claims  by  providing 
practical  and  safe  methods  of  transporting  goods;  so  while  I  would 
not  for  a  moment  stand  for  an  unreasonable  carload  minimum  or 
for  unreasonable  rates  in  order  to  promote  safe  packing,  yet,  it  is 
fair  and  right  to  have  such  rules  as  will  promote  the  use  of  the  cars 
of  the  country  to  the  fullest  extent,  and  also  to  eliminate  the  loss  of 
goods  that  are  thrown  and  scattered  and  tumbled  around  in  the 
depots,  and  loss  and  damage  claims,  in  the  settlement  of  which  there 
is  much  delay  and  confusion.  There  could  be  no  possible  objection 
to  that;  and,  of  course,  as  I  said  awhile  ago,  the  determination  of  all 
these  matters  will,  of  course,  be  unsatisfactory  to  some  here  and 
there.  We  are  dealing  with  a  great  big  matter  over  the  whole  coun- 
try, all  the  people  being  interested,  and  the  broad  and  safe  way  to 
deal  with  it  is  to  give  to  the  public  as  well  as  to  the  railroads  the 
fullest  possible  use  of  the  facilities  by  correct  and  full  loading,  as  far 
as  practicable,  and  safe  packing,  and  when  a  rate  is  made  a  littl 
higher  on  a  loosely  packed  article,  which  is  not  safe  for  transporta- 
tion, and  that  article  still  goes  at  the  lower  rate  when  in  safe  pack- 
ages, it  is  hardly  fair  to  call  that  an  increase  in  the  rate,  because  it 
is  not  an  increase.  Reasonable  rules  in  this  respect  are  not  only  fai 
to  the  railroads,  but  they  are  just  to  the  whole  people,  in  order  th 
they  may  get  the  full  benefit  of  the  facilities  of  the  carriers. 
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Mr.  MCKNIGHT,  of  Arkansas.  When  the  Interstate  Commerce 
Commission  makes  a  ruling  on  the  classification,  then  must  each  suc- 
cessive case  after  that  come  back  to  the  Interstate  Commerce  Com- 
mission for  its  decision  upon  another  question  exactly  like  the  one 
that  has  been  formerly  decided  by  that  commission,  or  would  it  be 
taken  in  the  same  way  as  the  ruling  of  a  court,  that  the  commis- 
sion must  rule  that  the  classification,  once  established,  goes  by  prece- 
dent thereafter  ?  Here  is  the  case  I  wanted  to  ask  you  about,  Judge. 
We  had  a  classification  question  arise  where  the  railroad  company 
in  hauling  sawn  ties  applied  on  them  the  hewn-tie  classification. 
That  made  the  rate  on  the  ties  about  twice  what  it  was  if  they  were 
considered  as  lumber.  A  man  shipped  some  ties  from  down  on  the 
Cotton  Belt.  The  Interstate  Commerce  Commission  decided  that 
that  particular  shipment,  being  of  only  a  certain  kind  of  lumber, 
must  take  the  lumber  rate.  The  railroad  comes  and  refunds  on  that 
particular  shipment.  Now,  here,  soon  after  that,  that  man  ships 
another  carload  of  sawn  ties,  and  they  come  back  and  say,  "We  have 
got  to  take  each  individual  case  up  to  the  commission."  Now,  that 
case  is  pending  here  before  the  commission  now.  There  is  only  $6 
involved  in  that  last  case.  The  question  isy  Must  we  always  come 
back  with  each  individual  case,  or  does  it  stick,  once  the  decision 
is  made? 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  As  a 
technical  matter  of  law,  this  commission — the  Interstate  Commerce 
Commission — can  not  make  an  order  for  reparation  upon  the  chang- 
ing of  a  rate  against  any  particular  road  unless  it  has  that  road 
before  it  in  the  matter  under  investigation;  that  is,  the  order  must 
be  after  notice  and  full  hearing.  We  have  had  many  of  these  cross- 
tie  cases  where  we  have  ruled  and  announced  it  again  and  again 
that  the  crosstie  rate  ought  not  to  be  higher  than  the  lumber  rate 
on  the  same  kind  of  wood,  and  that  is  accepted  as  a  settled  ruling 
of  the  commission,  unless  it  be  some  extreme  case  where  there  might 
be  some  peculiar  circumstances;  and  yet  you  have  complaints  and 
we  make  orders  against  the  same  roads  over  and  over  again,  for  the 
simple  reason  that  we  can  not  make  an  order  that  will  be  lawful 
upon  the  carrier  except  upon  notice  and  full  hearing. 

Mr.  MCKNIGHT,  of  Arkansas.  As  I  understand  you,  then,  if  the 
matter  is  no  more  than  $6,  it  has  got  to  come  up  for  another  hearing? 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  There  is 
no  way  in  which  the  Interstate  Commerce  Commission  can  make  an 
order  to  compel  a  railroad  to  pay  reparation  under  those  circum- 
>tances  except  upon  notice  and  hearing. 

Mr.  MCKNIGHT,  of  Arkansas.  Then  that  puts  us  in  a  very  bad 
situation  down  there. 
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Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  It  has 
been  the  hope  of  the  commission  that  the  roads  would  so  arrange  the 
publication  of  their  tariffs  as  to  avoid  such  cases,  but  some  of  them 
have  not  done  it. 

Mr.  HAMPTON,  of  South  Carolina.  I  have  an  amendment  on  the. 
motion  and  I  want  you  to  rule  on  my  amendment. 

The  PRESIDENT.  The  chairman  rules  that  the  motion,  having  re- 
ceived no  second,  can  not  be  entertained. 

Mr.  WINGFIELD,  of  Virginia.  I  desire  to  disclaim  any  purpose  of 
reflecting  upon  the  Interstate  Commerce  Commission  by  what  I 
said.  I  think  perhaps  the  thing  that  grated  upon  Commissioner 
Clements  was  my  reference  to  the  suspension  board.  I  do  not  com- 
plain of  that,  however.  I  know  of  the  immense  volume  of  business 
of  the  Interstate  Commerce  Commission.  I  know  they  have  to  work 
through  their  agents;  but  I  referred  to  this  method  under  which 
they  are  working  which  was  protested  against  by  Mr.  Thorne.  and 
I  concur  in  his  expressions  arid  in  everything  he  said. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  I  have 
not  said  anything  in  opposition  to  that. 

Mr.  THORNE,  of  Iowra.  Just  a  word  in  regard  to  a  statement  made  by 
Mr.  Commissioner  Clements,  first,  in  regard  to  the  minimum-weight 
changes.  There  is  no  person  here  who  realizes  more  than  I  the 
necessity  of  give  and  take,  if  we  are  ever  to  get  uniformity.  It  may 
be  true  also  that  there  should  be  advances  in  minimum  weights; 
but  a  further  question  arises:  What  is  going  to  be  your  method  of 
determining  what  advance  there  should  be?  Why,  I  sat  here  in  the 
presence  of  the  commission  in  arguing  a  case  where  there  was  only 
about  one-tenth  of  the  articles  on  which  the  advances  were  made  in 
minimum  weights  as  to  which  any  evidence  at  all  had  been  submitted. 
There  were  only  about  40  articles,  and  there  were  about  half  a 
dozen  of  those  that  only  had  one  car  as  an  example;  and  are  you 
going  to  take  as  your  standard  in  the  United  States  the  minimm 
weight  on  one  car  of  freight?  That  makes  a  joke  out  of  regulatk 

I  say  further,  that  if  it  is  the  policy  of  the  Government  to  a( 
vance  minimum  weight*,  then  to  turn  around  and  say,  "  The  mil 
i:  "in  weights  that  you  railroads  recommend  shall  go  into  effect 
cause  we  have  adopted  that  policy,"  I  say  that  snakes  a  joke  out  oi 
regulation  also. 

The  Interstate  Commerce  Commission  can  not  be  expected 
analyze  the  situation  as  to  all  of  these  details.  They  haven't  tht 
time;  and  as  I  understand  the  suggestion  of  Mr.  Commissioner  Got! 
lin,  it  is  that  you  shall  work  assisted  by  an  expert  body  in  your  em- 
ploy— not  fifteen-hundred-dollar  clerks  or  ten-hundred-dollar  clerk  >. 
but  competent  experts — just  as  competent  as  the  railroads  have,  and 
let  them  do  nothing  but  dig  into  the  facts  until  they  get  somewhere 
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on  it.  The  railroads  have  spent  four  years  instead 'of  three;  it  has 
boon  four  years  since  they  started  on  western  classification  No. 
51.  They  dig  down  into  the  facts  year  after  year,  and  it  ought 
to  be  a  disinterested  tribunal  that  shall  do  that  work;  and  you  can 
not  expect  the  commission  to  take  the  time  from  their  other  labors 
to  do  it,  but  they  can  see  that  proper  and  competent  men  in  the  em- 
ploy of  the  Government,  and  not  in  the  employ  of  either  side,  shall 
do  it  and  report  their  findings. 

Now,  just  one  word  in  regard  to  package  requirements.  There 
were  changes  in  the  package  requirements  in  classification  No.  51. 
but  in  the  summary  that  I  gave  a  few  minutes  ago  I  did  not  include 
one  of  those  changes.  The  summary  that  I  gave  you  was  confined 
solely  to  straight  advances  and  straight  reductions. 

Mr.  GOTHLIN,  of  Ohio.  After  I  sat  down  the  suggestion  came  to 
me  to  reconstruct  the  wording  of  my  motion,  and  if  1  may  be  per- 
mitted to  restate  it  in  the  form  I  now  have  it,  it  is : 

Resolved,  That  it  is  the  sense  of  this  convention  that  there  should  be  appro- 
priate legislation  by  Congress  authorizing  and  directing  the  Interstate  Com- 
merce Commission,  assisted  by  a  body  of  experts,  appointed  by  the  commission 
and  paid  by  the  Federal  Government,  to  frame  and  promulgate  a  classification 
<if  freight  to  apply  uniformly  over  the  United  States. 

Mr.  RICHARDS,  of  South  Carolina.  With  respect  to  the  motion  of 
Mr.  Gothlin,  I  venture  to  suggest  that  there  should  perhaps  be  some 
qualification  of  the  word  "  experts,"  and  I  would  respectfully  pro- 
pose the  insertion  of  the  word  "  nonpartisan  "  preceding  the  word 
"'  experts." 

Mr.  GOTHLIN,  of  Ohio.  I  shall  be  very  glad  to  accept  that  amend- 
ment. Then  it  reads: 

Resolved,  That  it  is  the  sense  of  this  convention  that  there  should  be  appro- 
priate legislation  by  Congress  authorizing  and  directing  the  Interstate  Com- 
merce Commission,  assisted  by  a  body  of  nonpartisan  experts,  appointed  by 
the  commission  and  paid  by  the  Federal  Government,  to  frame  and  promulgate 
a  classification  of  freight  to  apply  uniformly  over  the  United  States. 

A  VOICE.  It  has  occurred  to  me,  in  connection  with  the  qualifying 
word,  that  the  term  "  disinterested  "  might  perhaps  more  appropri- 
ately express  the  meaning. 

Mr.  liiciiARDS,  of  South  Carolina.  We  mean  nonpartisan,  as  be- 
t  ween  the  railroads  and  the  other  interests  at  stake. 

The  PRESIDENT.  Perhaps  the  word  "  disinterested "  would  be 
better. 

Mi'.  GOTHLIN,  of  Ohio.  I  am  perfectly  willing  to  accept  that  as  a 
substitute.  The  resolution,  as  now  amended,  will  read: 

AVxo/red,  That  it  is  the  sense  of  this  convention  that  there  should  be  appro- 
priate legislation  by  Congress,  authorizing  and  directing  the  Interstate  Com- 
merce Commission,  assisted  by  a  body  of  disinterested  experts  appointed  by 
the  commission,  and  paid  by  the  Federal  Government,  to  frame  and  promulgate 
!'.  classification  of  freight  to  apply  uniformly  over  the  United  States. 
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The  motion  was  carried. 

The  PRESIDENT.  The  Chair  wishes  to  announce  at  this  time  the 
special  committees,  of  which  there  are  three — the  committee  on 
memorials,  consisting  of  Messrs.  Glasgow,  Hughes,  and  Candler;  the 
committee  on  time  and  place  for  the  next  annual  convention,  com- 
posed of  Messrs.  Thorne,  Elmquist,  Decker,  Thelen,  and  Burr;  and 
in  that  connection  I  desire  to  say  that  the  rules  provide  that  this 
committee  shall  give  ample  notice  of  its  meeting  in  order  that  all 
who  may  desire  to  do  so  can  be  heard  by  the  committee.  The  com- 
mittee on  complimentary  resolutions  is  composed  of  Messrs.  Kil- 
patrick,  Bishop,  and  Henshaw. 

Mr.  DECKER,  of  New  York.  The  committee  on  express  service 
and  express  rates  is  ready  to  report  and  desires  to  read  its  report 
at  the  earliest  opportunity.  I  therefore  ask  that  the  presentation  of 
that  report  may  be  made  the  first  thing  after  recess  to-day,  if  there 
is  no  objection. 

The  PRESIDENT.  If  there  is  no  objection,  that  report  will  be  enter- 
tained immediately  after  the  recess. 

Mr.  WINGFIELD.  of  Virginia.  The  committee  on  car  service,  de- 
murrage, and  reciprocal  demurrage  is  ready  to  report.  I  asked  yes- 
terday to  have  it  passed,  and  will  now  be  glad  to  have  it  come  in  the 
first  after  the  special  order. 

Mr.  THORNE,  of  Iowa.  Those  desiring  to  attend  the  meeting  of 
the  committee  on  time  and  place  may  understand  that  that  com- 
mittee will  meet  in  my  room  at  the  Willard  Hotel  at  7.30  o'clock 
this  evening. 

Mr.  DECKER.  I  move  that  we  take  a  recess  until  2  o'clock. 

The  motion  was  carried. 

Whereupon,  at  12.35  p.  m.,  a  recess  was  taken  until  2  o'clock  p.  m. 

AFTER  RECESS. 

The  convention  reconvened  at  2  o'clock  p.  m. 

Mr.  FINN,  of  Kentucky.  I  desire  to  make  the  following  announce- 
ment as  chairman  of  the  executive  committee : 

The  letter  of  the  Hon.  George  Plurnb,  railway  commissioner  of  the  State  of 
Kansas,  being  presented  to  the  executive  committee  for  action,  is  reported  upon 
as  follows :  That  the  topics  mentioned  therein,  to  wit,  "  The  valuation  of  rail- 
road right  of  way,"  "  Proper  regulation  of  the  issuance  of  securities  by  public- 
service  corporations,"  and  "  Establishment  of  minimum  rates,"  can  be  properly 
discussed  under  the  subject,  "  Valuation  of  the  railroad  right  of  way,"  at  the 
time  of  considering  the  report  of  the  committee  on  railroad  taxes  and  meth- 
ods for  determining  fair  valuation  of  railroad  properties;  the  subject,  "Proper 
regulation  of  the  issuance  of  securities  by  public-service  corporations,"  under 
the  report  of  the  railway  capitalization  committee;  the  subject,  "Establish- 
ment of  minimum  rates,"  under  the  head  of  "  Rates  and  rate  making." 

Action  taken  upon  the  letter  of  Commissioner  O.  P.  Gothlin :  The  executive 
committee  having  received  written  request  from  Commissioner  O.  P.  Gothlin  to 
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bring  before  the  association  for  discussion  the  subject  of  the  "  Safe  loading  of 
cars."  it  is  the  sense  of  the  executive  committee  that  this  question  be  discussed 
before  the  convention  as  a  special  order  on  Thursday  morning  at  11.30,  or  as 
soon  thereafter  as  it  can  be  reached. 

Action  taken  upon  written  request  of  Mr.  J.  G.  Richards,  jr.,  of  the  South 
Carolina  commission :  The  executive  committee  having  received  request  in 
writing  from  the  Hon.  John  G.  Richards,  jr.,  of  the  South  Carolina  commission, 
to  discuss  rules  concerning  mileage  books  in  South  Carolina,  it  is  the  sense  of 
the  executive  committee  that  this  privilege  should  be  granted  Mr.  Richards  and 
that  the  subject  of  mileage-book  rules  be  made  the  subject  of  a  special  order  at 
11  o'clock,  Thursday  morning,  or  as  soon  thereafter  as  same  can  be  reached. 

The  report  was  adopted. 

REPORT  OF  COMMITTEE  ON  EXPRESS  SERVICE  AND   EXPRESS 

RATES. 

Mr.  DECKEU,  of  New  York.  I  desire  to  say  that  wherever  in  the 
report  of  our  committee  we  have  quoted  from  the  report  of  the 
Interstate  Commerce  Commission  relative  to  this  matter,  we  deemed 
it  important  to  do  so  in  order  that  the  very  language  of  the  commis- 
sion could  be  used  to  describe  the  somewhat  elaborate  scheme,  though 
intended  to  be  entirely  simple ;  and  you  will  find  it  is.  [Reading.] 

Your  committee  appointed  to  continue  the  investigation  into  ex- 
press service  and  express  rates  submits  the  following : 

At  the  session  of  the  association  in  1910  the  following  resolution 
was  adopted : 

Resolved,  That  a  special  committee,  composed  of  one  member  of  the  Inter- 
state Commerce  Commission  and  one  member  of  each  of  the  State  railway  com- 
missions, shall  be  appointed  by  the  president  prior  to  the  15th  day  of  December, 
1910,  to  investigate  the  whole  subject  of  express  service,  the  methods  of  con- 
struction of  express  rates,  and  the  general  relation  of  such  rates  to  commerce 
requiring  fixed  service  and  the  effect  of  the  present  system  of  contracts  between 
express  companies  and  railroads.  That  said  committee  shall  be  known  as  the 
Commitee  on  Express  Service  and  Express  Rates,  and.  will  be  expected  to  enter 
upon  such  wide  inquiry,  including  necessary  conferences  with  shippers  and 
representatives  of  commercial  organizations  and  of  the  express  companies,  as 
will  constitute  the  basis  for  a  full  report  with  recommendations  to  the  next 
convention. 

The  large  committee  so  appointed  held  sessions  and  through  its 
chairman  (Commissioner  Staples,  of  Minnesota)  presented  an  in- 
teresting and  n.bU'uctive  report,  which  constituted  the  basis  of  some 
considerable  debate  on  two  days  of  the  session  of  1911.  As  a  result 
this  committee  of  seven  members  was  directed  to  continue  the  investi- 
gation and  report  to  this  convention. 

Your  committee  undertook  as  soon  as  practicable  to  collect  data 
relating  to  the  rates  and  practices  of  the  express  companies  in  the 
different  States,  with  the  intention  to  tabulate  such  data  and  proceed 
thereon  with  inquiries  in  different  sections  of  the  country  reasonably 
;i<-cessible  to  its  members.  Considerable  time,  however,  was  involved 
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m  collecting  the  data  from  States,  and  in  the  meantime  the  investi- 
gation which  had  been  previously  instituted  by  the  Interstate  Com- 
merce Commission  had  become  not  merely  country  wide  in  scope, 
but  had  entered  into  the  whole  subject  with  such  detail  of  preparation 
and  thoroughness  of  procedure  that  the  serious  question  was  strongly 
presented  whether  two  such  investigations  could  be  conducted  suc- 
cessfully during  the  same  period  of  time. 

It  seemed  obvious,  after  careful  consideration,  that  a  second  in- 
quiry such  as  was  contemplated  by  this  committee  must  be  com- 
paratively superficial  if  undertaken  at  a  time  when  the  officers  and 
clerical  forces  of  the  express  companies  were  largely  if  not  wholly 
engrossed  in  the  work  entailed  by  the  Interstate  Commerce  Commis- 
sion investigation.  What  was  true  in  that  respect  of  the  express  com- 
panies was  equally  true  of  the  commercial  organizations  of  the  coun- 
try. In  such  a  situation  it  was  impossible  to  focus  the  attention  of 
either  side  upon  the  inquiry  proposed  to  be  undertaken  by  the  com- 
mittee of  this  association.  Undoubtedly  a  kind  of  independent  in- 
vestigation could  have  been  conducted,  some  general  presentation 
could  have  been  secured,  and  after  several  meetings  the  committee- 
could  have  based  a  report  and  recommendations  thereon,  which  might 
or  might  not  have  been  in  harmony  with  the  conclusions  that  have 
been  announced  by  the  Interstate  Commerce  Commission.  It  would 
have  been  unfortunate  if  decided  or  radical  differences  of  opinion 
had  been  reached  through  two  contemporaneous  investigations  upon 
this  great  subject. 

Whatever  powers  members  of  the  committee  may  possess  as  com- 
missioners within  their  several  States,  the  committee,  acting  as  such, 
is  without  authority  to  subpoena  witnesses  or  to  require  the  produc- 
tion of  testimony.  We  should  congratulate  ourselves  that  the  Fed- 
eral inquiry,  in  which  such  authority  could  be  and  was  exercised,  has 
been  proceeded  with  actively  during  the  past  year  and  that  a  report 
containing  the  conclusions  of  the  commission,  as  prepared  by  Mr. 
Commissioner  Lane,  has  been  promulgated.  That  report  and  earlj 
action  thereunder  will  clear  away  the  obsolete  service  practices  am 
moss-grown  rate  methods  which  have  justly  characterized  the  express 
companies  as  unprogressive  public  agencies,  and  under  which  the 
true  interests  of  these  corporations  have  been  damaged  while  the  pub- 
lic has  been  wrongfully  burdened. 

The  deep  and  abiding  interest  of  the  States,  hitherto  so  strongly 
and  effectively  manifested  in  strengthening  the  Interstate  Commerce 
Commission  in  power  and  authority  over  interstate  rates,  is  abun- 
dantly justified  in  the  investigation  and  report  by  that  commission 
upon  the  rates  and  practices  of  express  companies.  The  States  act- 
ing severally  or  collectively,  through  their  commissioners,  plainly 
could  not  accomplish  general  reforms  of  the  character  embraced  in 
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that  report.  Hitherto  we  have  had  upon  interstate  express  business 
the  general  rate  structure  and  practices  affecting  rates  established 
and  kept  in  force  by  the  express  companies  themselves,  and  action 
with  reference  to  State  rates  and  practices  has  been  taken  by  State 
commissions,  independently  it  is  true,  but  necessarily  hampered  by 
the  customs  and  methods  involved  in  the  interstate  system.  Let  this 
new  system  governing  interstate  rates  be  established  and  the  State 
commissions  have  at  once  an  entirely  new  standard  of  general  charges 
with  which  to  deal  and  which  can  be  applied  in  the  different  States 
for  State  traffic  with  such  modifications  or  alterations  as  the  local 
conditions  of  service  may  appear  to  the  State  commissions  to  be 
required. 

THE    GRADUATING   SCALE. 

About  one-half  of  the  express  business  consists  of  packages  under 
20  pounds,  and  the  average  shipment,  including  horses,  fruits,  and 
vegetables,  is  but  34  pounds.  Something  like  95  per  cent  of  express 
shipments  are  less  than  100  pounds  in  weight.  A  proper  graduating 
scale  to  determine  the  rate  on  such  small  packages  is  therefore  of 
great  consequence.  The  commission  holds  that  the  graduating  scale 
now  in  use  by  the  express  companies  is  unreasonable,  discriminatory, 
and  arbitrary.  The  expressive  condemnation  of  this  graduating 
scale,  quoted  below,  is  exact  in  statement  and  accurate  in  description: 

It  is  the  product  of  years  of  shrewd  manipulation  and  has  no  justification 
iu  the  minds  of  the  express  men  themselves.  It  is  the  richest  example  yet 
brought  to  our  attention  of  a  tariff  based  exclusiA-ely  upon  the  theory  that  the 
charge  should  be  what  the  traffic  will  bear. 

The  effect  of  this  scale  is  to  impose  an  unjustifiable  burden  upon  the  small 
package  and  thereby  destroy  the  usefulness  of  the  express  company  in  filling 
the  function  for  which  it  was  provided,  in  that  it  discourages  the  movement 
of  small  packages  and  tends  to  erect  the  express  company  into  a  competitor 
with  the  railroad  as  a  carrier  of  large  shipments.  No  one  can  analyze  these 
tables,  some  of  which  may  be  found  in  the  appendix  hereto,  and  arrive  at  any 
other  conclusion  than  that  they  are  the  product  of  a  cunning  effort  to  impose 
upon  the  general  public  by  the  exaction  of  exorbitant  charges  for  those  small 
packages  which  the  mail  can  not  carry  and  the  railroad  does  not  wish  to  carry. 

Trafficking  upon  the  use  of  the  express  service  chiefly  for  small 
package  transportation.  "  the  graduated  scale  has  been  so  made  as 
to  impose  a  cruel  burden  upon  the  smaller  parcels." 

In  the  growth  of  the  graduated  charges  since  1885  the  commission 
finds  cause  for  the  statement  that  "  without  raising  their  standard  of 
100-pound  rates  the  express  companies  by  a  change  in  their  gradu- 
ated scale  have  increased  their  annual  charges  by  millions  of  dollars." 

In  the  judgment  of  your  committee  these  criticisms  of  the  gradu- 
ating scale  are  none  too  forceful.  The  scale  could  never  have  with- 
stood the  fire  of  intelligent  analysis  backed  by  authority  to  substitute 
a  scale  that  is  reasonable  and  just. 
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The  commission's  proposed  system  of  stating  rates  constitutes  a 
revolution. 

The  country  is  divided  on  the  map  into  five  great  zones  and  also 
into  blocks  represented  by  one  degree  of  latitude  and  one  degree  of 
longitude,  and  embracing  on  the  average  3,500  square  miles.  Except 
to  surrounding  blocks,  the  same  rate  is  intended  to  apply  from  any 
point  in  a  given  block,  and  the  rate  varies  according  to  the  block  in 
which  the  destination  is  found.  This  is  determined  by  a  system  of 
scale  numbers.  The  result  is  that  the  rates  may  be  indicated  upon 
a  single  sheet  of  paper  in  connection  with  the  scale  number  list  and 
the  place  directory.  For  local  business  each  block  is  divided  into  16 
lettered  subblocks  or  squares  of  about  50  square  miles  each,  and 
common  rates  apply  from  all  points  in  a  subblock  to  the  same  desti- 
nation in  any  subblock  within  a  two  block  radius. 

The  rates  shown  in  the  scale  number  list  constitute  large  reductions 
in  long-distance  rates,  considerable  reductions  in  what  may  be  called 
middle-distance  rates,  and  also  in  many  short-distance  rates.  On 
the  other  hand,  numerous  short-distance  rates  are  raised.  Short- 
distance  rates  are  either  reduced  slightly  on  the  100-pound  basis  or 
they  are  raised.  This  statement,  however,  does  not  embrace  all  o 
the  facts.  Though  very  short  distance  rates  per  100  pounds  a 
raised,  these  rates  are  graduated  in  the  scale  list  immediately  fro 
the  100-pound  standard,  so  that  a  10-pound  package  under  the  Inter- 
state Commerce  Commission  scale  is  rated  generally  less  than  in  the 
present  tariffs  of  the  express  companies,  though  it  is  carried  a  very 
short  distance,  and  the  100-pound  Interstate  Commerce  Commission 
rate  is  above  the  express  rate  per  100  pounds.  For  example,  the 
present  100-pound  rate  between  New  York  City  and  Middletown, 
N.  Y.,  is  60  cents;  the  Interstate  Commerce  Commission  rate  is  75 
cents.  A  10-pound  package  under  the  present  graduating  table  in 
force  takes  a  charge  of  35  cents;  under  the  Interstate  Commerce 
Commission  scale  No.  5  a  10-pound  package  takes  a  rate  of  25  cents. 
Anything  over  50  pounds,  New  York  City  to  Middletown,  N.  Y., 
takes  a  rate  of  60  cents  under  the  present  tariff.  As  high  as  79 
pounds  takes  a  rate  of  59  cents  under  the  Interstate  Commer 
Commission  scale.  Under  the  present  schedule  a  package  of  25 
pounds  takes  a  rate  of  40  cents ;  under  the  Interstate  Commerce  Com- 
mission scale  a  25-pound  package  takes  a  rate  of  34  cents. 

It  may  be,  while  the  proposed  Interstate  Commerce  Commission 
scale  is  entirely  just  for  long  and  middle,  and  even  comparatively 
short,  distance  traffic,  that  it  gives  too  high  a  basis  of  rates  for  very 
short  distance  traffic.  The  lowest  scale  fixed  by  the  Interstate  Com- 
merce Commission  graduates  from  55  cents  per  100  pounds  down  to 
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21  cents  for  not  over  4  pounds.  This  is  its  scale  No.  1.  It  is  not 
at  all  clear  why  the  rate  between  a  point  in  block  952,  square  letter  A 
(New  York  City),  and  an  adjacent  locality  in  the  same  block  and  sub- 
block  should  take  a  60  cents  per  100  pound  rate,  when  it  may  now  be 
as  low  as  40  cents  or  50  cents,  even  though  the  proposed  scale  should 
graduate  immediately  from  the  100-pound  rate  and  reach  21  cents 
for  a  package  not  over  4  pounds,  while  the  rate  for  5  pounds  or  less 
under  the  present  40-cent  rate  is  25  cents. 

This  criticism,  however,  is  one  of  detail  and  does  not  affect  neces- 
sarily the  broad  reform  of  the  principal  rate  structure  which  is  in- 
tended to  be  effected  by  the  Interstate  Commerce  Commission  report 
and  preliminary  order  entered  thereon. 

While  the  proposed  new  system  has  been  described  above  with  some 
care,  and  probably  with  sufficient  clearness  for  the  purposes  of  a 
report  to  the  association,  since  all  of  the  members  have  had  ample 
opportunity  to  read  the  admirable  opinion  of  Mr.  Commissioner  Lane 
in  which  this  new  system  is  presented,  it  is  nevertheless  deemed 
appropriate  to  quote  here  the  language  of  the  Commission  as  to  the 
*'  method  of  stating  rates."  • 

Simplicity  is  the  ultimate  essential  in  express  matters.  Upon  this  principle 
the  postal  service  has  been  developed.  Instead  oc  becoming  more  and  more 
involved  in  classification,  rules,  and  rates,  as  has  been  the  tendency,  there  must 
be  a  complete  reversal  of  policy  in  this  regard  if  the  express  company  is  to 
avail  itself  of  its  opportunities.  And  it  may  further  and  no  less  emphatically 
be  said  that  upon  no  other  principle  can  there  be  an  avoidance  of  constant  con- 
flict with  the  law,  for  it  is  manifest  that  neither  shippers  nor  expressmen  know 
the  express  rates  of  the  country,  nor  can  experts  be  certain  that  the  rates  they 
quote  are  certainly  the  lawful  rates,  so  many  are  the  conflicting  rules,  routes, 
and  scales. 

As  a  fundamental  we  must  have  a  simpler  method  of  stating  rates,  one  that 
is  understandable;  a  foundation  must  be  laid  upon  which  to  build  a  rate 
structure  that  shall  be  equitable.  There  is  certain  to  be  discrimination  so  long 
;is  there  is  indefiniteness  and  ignorance 

There  are  some  35,000  express  stations  in  the  United  States.  To  separately- 
state  the  rates  from  each  one  of  these  stations  to  each  of  the  others  requires 
the  statement  of  over  600,000,000  rates.  The  ordinary  express  agent  is  lost  in 
the  attempt  to  find  a  rate.  With  files  of  all  the  tariffs  of  all  the  express  com- 
panies at  their  command,  the  rate  clerks  of  this  commission  find  it  difficult 
and  uncertain  work  to  find  the  lowest  legal  rates  applicable  to  shipments  mov- 
ing between  two  points,  particularly  when  there  are  many  possible  routes  and 
transfer  points  via  which  the  shipment  may  move.  It  is  small  wonder,  there- 
fore, that  so  many  overcharges  and  undercharges  result.  The  loss  of  time, 
loss  of  revenue,  and  lack  of  efficiency  resulting  from  this  system  of  rates  are 
Incalculable. 

We  purpose  to  substitute  for  these  600,000,000  rates  a  rate  system  based 
upon  the  division  of  the  country  into  950  blocks,  each  of  which  is  outlined  on 
every  schoolboy's  map — the  square  formed  by  one  degree  of  latitude  and  lon- 
gitude. These  blocks  have  an  unvarying  length  of  69  miles  and  a  variable 
width  of  from  62  to  45  miles,  according  to  their  location,  and  may  be  consid- 
ered as  embracing  an  average  of  3,500  square  miles  each. 
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These  blocks  are  numbered  in  series,  beginning  at  the  extreme  northwest 
boundary  of  the  State  of  Washington  with  the  number  101.  This  tier  of  blocks 
is  numbered  consecutively  so  far  as  they  lie  within  the  United  States.  The 
block  101  is  bounded  on  the  north  by  the  forty-ninth  parallel  of  north  latitude, 
on  the  west  by  the  one  hundred  and  twenty-fifth  meridian. 

The  second  tier  of  blocks  begins  with  No.  201,  located  directly  under  No.  101. 
Each  block  in  each  tier  is  numbered  consecutively  and  falls  directly  under  the 
same  numbered  block  in  the  first  tier.  Thus,  the  tier  in  which  each  block  is 
located  is  indicated  by  the  number  of  hundreds  with  which  it  is  initialed,  and 
the  row  in  which  it  is  located  is  indicated  by  the  number  of  tens  with  which 
it  terminates.  Thus,  No.  1724  is  in  the  seventeenth  tier  and  twenty-fourth  row. 

All  blocks  whose  numbers  terminate  in  15,  for  example,  will  be  found  on  the 
map  directly  under  one  another  from  No.  115  to  No.  1815.  Each  block  having 
as  a  terminal  the  number  35  will  be  found  in  one  row,  beginning  with  No.  135 
at  the  northern  border  of  the  United  States  and  ending  at  No.  2035  on  the  Gulf 
of  Mexico. 

By  stating  rates  as  applying  from  block  to  block  instead  of  from  point  to 
point  simplicity  will  result,  and  the  actual  number  of  express  rates  in  existence 
will  be  reduced  from  over  600,000,000  to  less  than  345,000.  But  even  345,000 
separate  rates  would  be  an  intricate  structure  for  a  local  agent  to  handle,  and 
so  we  purpose  to  still  further  reduce  this  volume  by  requiring  these  carriers 
to  publish  a  separate  and  distinct  tariff  to  apply  from  each  block  to  all  other 
blocks. 

There  being  120  blocks  in  which  there  are  no  railroads  or  express  stations, 
the  total  number  of  blocks  between  which  rates  are  to  be  made  is  830.  It  is 
manifestly  unnecessary  that  the  rates  between  all  blocks  shall  be  published  in 
one  tariff  and  in  the  hands  of  each  express  agent.  It  is  sufficient  that  the 
express  agent  at  every  station  shall  know  what  rates  apply  between  his  block 
and  each  one  of  the  other  blocks.  There  being  but  830  blocks,  a  single  sheet 
of  paper  will  give  reference  to  every  block  number  in  the  United  States,  and 
alongside  of  this  block  number  will  be  published  the  number  of  the  scale  of 
rates  applying  between  the  block  of  origin  and  the  block  of  destination. 

All  of  the  stations  within  each  of  these  blocks  are  grouped  as  one  point,  and 
thus  the  rates  are  stated,  from  one  small  group  of  common  points  known  as  a 
block  to  each  of  the  other  small  groups  of  common  points  known  as  a  block. 
Manifestly,  however,  it  would  not  be  practicable  to  publish  the  rate  applicable 
upon  each  package  between  such  blocks  without  producing  a  tariff  of  great 
size  and  leading  to  infinite  confusion.  To  avoid  these  difficulties,  and  to  furnish 
the  shipper  an  easy  method  of  discovering  what  his  rate  may  be  upon  a  pack- 
age of  a  given  weight,  rates  have  been  determined  with  respect  to  each  pack- 
age and  stated  in  a  set  of  scales,  thus:  [Here  tables  are  shown  in  the  opinion, 
giving  scale  number  rates  from  1  to  20  inclusive.] 

These  scales  are  given  here  as  typical,  the  accompanying  order  containing 
a  full  set  of  such  scales  from  No.  1  to  No.  294. 

Let  us  now  see,  then,  the  method  by  which  the  rates  will  be  stated  in  the 
tariff.  At  the  head  of  the  tariff  sheet  will  appear  the  number  of  the  initial 
block.  Assume  that  this  is  block  952  in  which  is  the  city  of  New  York. 
Below  will  be  published  the  numbers  of  all  the  other  blocks,  and  opposite  each 
block  number  will  be  the  scale  of  rates  applicable  between  block  No.  952  and 
each  of  the  other  blocks  in  the  country.  A  shipper,  then,  wishing  to  know  the 
rate  on  a  10-pound  package  from  New  York  to  San  Francisco,  would  first  turn 
to  San  Francisco  in  the  directory  of  stations  and  find  the  number  of  the  block 
in  which  San  Francisco  is  located  (No.  1203).  Turning,  then,  to  the  single-sheet 
tariff  which  shows  the  rate  between  block  No.  952  and  all  other  blocks  in  the 
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country,  be  would  find  block  1203,  and  opposite  1203  won  Id  he  (.lie  scale  number 
applicable  to  packages  of  all  sizes  up  to  100  pounds  between  New  York  and 
Sail  Francisco.  Scale  198,  let  us  assume,  is  the  scale  applicable  between  these 
points.  Then  by  looking  at  this  scale  he  would  find  that  the  rate  upon  a 
10-pound  package,  New  York  to  San  Francisco,  was  $1.22.  This  v;ould  be  the 
rate  by  all  routes  by  all  express  companies.  It  would  be  the  rate  from  all 
stations  within  block  No.  952.  It  would  be  the  rate  to  all  stations  in  block 
No.  1203.  The  rate  might  be  made  to  change  by  the  carriers  themselves,  or 
through  the  orders  of  this  commission,  but  the  block  number  would  not  change. 
The  only  tariff  that  it  would  be  necessary  to  reprint  would  be  that  which 
stated  the  scale  number  applying  between  the  two  blocks,  for  with  the  change 
in  a  rale  a  new  scale  number  would  be  substituted.  Thus  there  would  be  a 
permanent  basis  established  for  stating  rates,  from  which  it  would  be  unneces- 
sary to  deviate  so  long  as  the  block  system  itself  was  adhered  to. 

A  single  sheet  stating  the  block  numbers  and  the  scale  rates  applicable 
thereto,  together  with  the  regular  printed  set  of  scales,  will  furnish  all  the  rates 
between  all  the  points  in  the  United  States,  and  these  it  would  not  be  ex- 
pensive to  produce,  nor  would  they  be  cumbersome  to  handle.  To  illustrate 
again,  the  shipper  in  New  Orleans  wishing  to  have  transported  a  package  to 
Portland,  Me.,  first  learns  what  the  number  of  the  block  is  in  which  Portland 
is  situated.  Then,  turning  to  his  tariff  sheet,  finds  that  that  block  carries  a 
certain  scale  number.  This  scale  gives  him  the  rate  applicable  on  whatever 
weight  of  package  he  wishes  to  have  transported. 

We  recognize  that  such  a  system  of  stating  rates  between  blocks  will  not  be 
equitable  as  between  points  situated  near  to  each  other  in  adjoining  blocks. 
For  this  purpose  we  have  devised  a  method  of  stating  rates  between  points 
in  adjoining  blocks.  It  is  unnecessary  here  to  go  into  the  detail  of  this  method 
further  than  to  say  that  each  one  of  the  blocks,  approximately  50  miles  square, 
has  been  divided  into  16  subblocks  or  squares.  These  have  been  lettered  from 
A  to  Q  (omitting  J  to  prevent  confusion). 

That  is  to  say,  each  one  of  these  large  blocks  in  turn  is  subdivided  into  16 
smaller  blocks  which  are  called  subblocks  or  squares.  This  is  done  so  that  points 
near  each  other  within  adjoining  blocks  shall  not  bear  the  full  measure  of  the 
rates  between  the  two  most  distant  points  in  those  blocks.  Rates  are  stated 
from  each  of  these  subblocks  to  each  of  the  subblocks  within  a  radius  of  2 
blocks,  or  approximately  100  miles.  For  a  more  intimate  presentation  of  this 
matter  of  stating  rates  by  blocks  and  subblocks  reference  may  be  made  to  the 
appendix. 

To  recapitulate — 
,  (1)  The  United  States  is  divided  into  blocks  approximately  50  miles  square. 

(2)  Points  within  each  block  are  common  points,  excepting  as  to  adjacent 
blocks. 

(3)  Rates  shall  be  stated  in  scales  giving  a  rate  applicable  to  packages 
weighing  from  1  to  100  pounds. 

(4)  The  scale  applicable  between  two  blocks  is  found  by  reference  to  the 
single-sheet  tariff  posted  in  each  express  ollice. 

(5)  A  similar  sheet  gives  the  scale  applicable  to  all  points  in  subblocks  located 
within  a  radius  of  two  blocks,  or  approximately  100  miles. 

SECTION  D  AND  SECTION  E  RATES. 

The  commission,  while  not  directly  prohibiting  section  D  rates 
(advertising  matter)  and  section  E  rates  (lower  rates  under  special 
71466—13 11 
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conditions),  criticizes  them  strongly  as  operating  to  create  unjust 
discriminations,  not  because  they  are  not  entirely  open  to  public  use, 
but  on  the  ground  that  conditions  as  to  use  are  imposed  of  which  the 
general  public  can  not  have  knowledge.  Section  E  rates  apply  prac- 
tically as  substitutes  for  the  regular  merchandise  rates  of  the  com- 
panies on  small  packages,  very  few  articles  being  excepted.  A  pack- 
age containing  merchandise  or  property  of  any  description  is  received 
by  the  express  company  sealed  or  unsealed  and  sent  under  the  mer- 
chandise rating  and  graduating  scale  and  without  extra  charge  if 
the  value  is  stated  to  be  not  over  $50,  and  on  such  package  the  charge 
may  be  prepaid  or  marked  "  collect,"  at  the  shipper's  option.  Assume 
the  package  weighs  25  ounces  and  is  shipped  from  New  York  to  New 
Orleans,  the  charge  thereon  at  the  merchandise  rate  would  be  35  cents. 
Now,  if  the  package  be  not  sealed,  if  thereon  is  written  or  stamped 
"  Value  not  exceeding  $10,"  and  if  the  charge  is  prepaid,  the  cost  to 
the  shipper  for  the  service  would  be  25  cents  (1  cent  per  ounce).  The 
companies'  merchandise  rate  is  based  on  the  $50  declaration  of  value. 
When  a  greater  value  is  declared  a  higher  rate  is  charged. 

Thus  we  have  a  merchandise  base  rate  which  is  raised  or  lowered  as 
value  is  declared  above  or  below  $50.  If  that  were  all,  if  the  public 
could  always  avail  itself  of  a  lower  or  higher  rating  according  as  the 
base-rate  value  is  reduced  or  increased,  the  condition  might  soon 
become  well  known  to  the  occasional  shipper  as  well  as  the  daily 
patron  of  the  company.  The  requirement  of  prepayment  and  the 
condition  that  the  package  must  be  unsealed  are  of  little  importance 
to  the  express  carrier  and  should  be  abolished.  Whether  sealed  or 
not  is  quite  without  consequence,  and  if  a  shipment  is  carried  collect 
at  a  $50  valuation  no  good  reason  appears  why  it  should  not  be  car> 
ried  collect  at  a  $10  valuation.  The  difference  in  rates  is  not  usually 
sufficient  in  amount  to  deter  a  consignee  from  accepting  the  consign- 
ment and  paying  the  charge. 

Similar  criticism  is  to  be  made  of  the  carriers'  section  D  rates. 

Whether  the  Interstate  Commerce  Commission  graduating-scale 
rates  are  sufficiently  low  to  justify  cancellation  of  section  D  and  E 
rates  is  a  matter  upon  which  no  opinion  need  now  be  expressed. 

COMMODITY   RATES. 

The  judgment  of  the  commission  that  variations  from  the  merchan- 
dise base  rate  such  as  the  so-called  "  general  specials  "  and  the  com- 
modity rates  should  be  expressed  in  percentages  of  that  base  rate 
•seems  in  line  with  good  progress. 

EXCESS-VALUATION   RULE. 

The  commission  concludes  that  where  valuation  is  declared  by  the 
shipper  in  excess  of  $50  on  a  shipment  of  100  pounds  or  less,  or  50 
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cents  per  pound  on  a  shipment  of  more  than  100  pounds,  the  charge 
for  excess  value  should  be  at  the  rate  of  10  cents  on  each  $100  or 
fraction  thereof.  Thus,  if  a  package  weighing  100  pounds  shall  be 
shipped  with  a  declared  value  of  $150,  the  charge  will  be  increased 
10  cents  by  reason  of  such  greater  declared  value. 

This  completes  a  general  discussion  of  the  proposed  rate  scheme. 
There  are  various  other  rules  connected  with  the  rates  which  will  be 
mentioned  in  another  part  of  this  report. 

BASIS  FOR  DETERMINING  RATES. 

The  commission  definitely  holds  that  the  real  asset  of  an  express 
company  is  its  contract  with  the  railroad  company,  and  that  the  value 
of  the  express  company's  property  can  not  be  made  the  basis  for 
determining  reasonable  express  rates.  "If,"  says  the  commission, 
"we  are  to  base  the  rate  upon  value  of  property  used  (and  certainly 
this  is  a  primary  consideration)  we  must  consider  not  alone  the  ex- 
press company's  property,  but  that  of  the  railroad  that  is  used  in 
giving  these  services ;  and  once  this  is  done  it  is  quite  evident  that  all 
of  the  estimates  of  the  monumental  earnings  of  the  express  com- 
panies based  upon  their  investment  in  property  is  misleading." 
Having  reached  this  conclusion,  it  follows  of  course  that  neither  the 
original  investment  nor  the  capitalization  which  the  company  has 
seen  fit  to  issue  and  has  outstanding  can  constitute  the  basis  of  rea- 
sonable rates.  And  of  course  the  earnings — that  is  to  say,  the  product 
of  the  rates  themselves — can  not  be  taken  as  the  standard  upon  which 
to  base  a  correct  judgment  as  to  the  reasonableness  of  those  identical 
rates  or  charges. 

The  commission  finds  that  beginning  about  60  years  ago,  with  prac- 
tically no  assets  other  than  favorable  contracts  with  railroad  com- 
panies, "  the  express  companies  have  out  of  their  rates  and  the  profit- 
able investment  of  the  proceeds  of  their  operations  been  enabled  to 
pay  large  dividends  upon  shares  representing  no  investment  and 
amassed  over  $150,000,000  of  property." 

After  paying  all  expenses,  including  railroad  percentages  and  op- 
erating expenses,  and  a  return  on  all  property  used,  including  specu- 
lative realty,  the  express  companies  are  found  to  have  made  as  actual 
profit  out  of  each  dollar  of  gross  revenue  4.93  cents.  These  figures 
are  for  13  companies.  Such  net  return  may  be  increased  or  dimin- 
ished by  a  change  in  the  volume  of  long-distance  traffic,  in  the  rail- 
road percentage,  in  the  rates  themselves,  or  in  operating  expenses. 
So  says  the  commission,  and  it  is  undoubtedly  true.  But  the  same  is 
true  of  any  public  utility,  except  as  to  the  contract  relations  with 
another  utility,  in  this  case  the  railroad  company.  The  unique  ele- 
ment in  the  express  business  is  the  fact  that  it  rests  entirely  upon  a 
contract  with  a  railroad  company,  and  that  prosperity  or  loss  to  the 
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express  company  depends  primarily  upon  the  portion  of  its  revenue 
which  it  must  pay  to  the  railroad  company  for  transportation  under 
terms  set  forth  in  the  agreement. 

Although  the  railroad  contract  is  the  chief  asset  of  the  express 
company,  the  commission  rejects  consideration  of  the  terms  of  the 
contract;  for  example,  the  railroad  percentage,  upon  the  question 
of  the  reasonableness  of  the  rates.  The  reasoning  of  the  commission 
upon  this  point  is  best  conveyed  in  its  own  language : 

As  to  the  reasonableness  of  the  amount  paid  to  the  railroad  companies  by 
the  express  companies,  we  find  no  occasion  to  express  an  opinion.  This  is 
purely  a  matter  of  contract  between  the  two  parties.  The  railroads  long  since 
saw  fit  to  farm  out  their  small-parcel  traffic ;  Congress  has  seen  fit  to  expressly 
recognize  these  small-parcel  carriers,  the  express  companies,  as  common  car- 
riers. Whether  as  between  these  two,  the  railroad  and  the  express  company, 
the  percentage  paid  shall  be  40  per  cent  or  90  per  cent  is  a  matter  with  which 
we  can  not  deal  and  in  which  the  public  has  no  interest  excepting  in  so  far 
as  this  might  lead  to  the  imposition  of  unjust  charges  upon  other  classes  of 
traffic.  When  the  express  company  was  instituted  it  paid  for  the  service 
rendered  by  the  railroad,  as  would  any  other  shipper,  upon  a  tonnage  basis. 
The  railroad,  for  its  own  convenience,  made  a  contract  with  the  express 
company  to  do  its  small-package  business,  and  it  received  therefor  a  certain 
amount  based  upon  the  total  weight  of  this  traffic.  lu  the  course  of  years 
this  method  gradually  fell  into  desuetude,  until  now  the  railroads  and  the 
express  companies  are  almost  universally  upon  a  percentage  basis,  which  makes 
them  partners  in  the  profits;  and  the  inevitable  tendency  of  this  arrangement 
is  to  increase  those  small-package  rates  upon  which  the  railroad  receives 
the  greater  proportionate  return. 

The  commission  says  in  a  well-reasoned  part  of  its  report  that 
theoretically  there  should  be  a  fixed  relationship  between  the  freight 
rate  and  the  express  rate,  but  owing  to  the  theory  or  lack  of  theory 
upon  which  freight  rates  have  been  made  the  freight  rate  furnishes 
no  practicable  basis  for  determining  the  express  rate.  Fixing  the 
express  rate  according  to  the  freight  rate  would  result  in  "  a  patch- 
work of  incongruities  and  unjustifiable  discriminations." 

The  relation  of  passenger  service  to  the  like  service  given  to  express 
freight  is  discussed  by  the  commission  and  is  in  some  degree  consid- 
ered in  determining  the  general  reasonableness  of  express  rates. 

Having  found  itself  compelled  to  discard  valuation  of  property 
and  related  considerations  as  a  basis  of  determining  reasonableness  in 
dealing  with  the  whole  body  of  rates  fixed  by  an  express  carrier,  the 
commission  asks  and  answers  the  question,  What  is  the  standard  of 
a  reasonable  express  rate  ?  The  answer  is  given  as  "  No  one  consid- 
eration." It  then  proceeds  to  state  conclusions,  which,  in  connection 
with  our  comment,  are  set  forth  below : 

1.  That  express  rates  should  be  made  primarily  to  meet  the  needs  of  the 
great  body  of  our  people  and  should  therefore  be  stated  in  terms  that  represent 
the  small  packages  which  the  express  company  is  intended  to  carry  rather  than 
by  the  100  pounds  as  freight  rates  are  stated. 
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The  point  mainly  reached  here  is  correction  of  the  graduating 
scale.  Once  convict  such  a  scale  of  unjust  discrimination  and  the 
authority  to  prescribe  a  just  scale  need  not  depend  upon  a  proper 
return  on  the  fair  value  of  property  necessarily  devoted  to  the  public 
use. 

2.  That  in  the  fixing  of  its  rates  an  express  company  should  not  be  allowed 
to  charge  more  than  a  railroad  company  if  the  latter  undertook  to,  and  did, 
give  the  same  service. 

3.  That  it  is  proper  for  the  Government  to  treat  the  express  company  as  a 
freight  forwarder  by   passenger  train,   giving   supplemental   service  at  each 
terminus  and  intermediate  care. 

4.  That  an  express  rate  may  not  be  based  upon  the  monopoly  right  of  the 
express  company  to  be  the  exclusive  freight  forwarder  over  one  or  more  lines 
of  railroad. 

5.  That  the  rate  should  not  include  more  than  a  reasonable,  compensation  for 
the  service  given,  even  though  such  compensation  falls  below  that  which  the 
railroad  exacts  as  a  minimum  for  the  carriage  of  100  pounds  of  freight. 

6.  That  it  is  unreasonable  to  fix  as  rapid  a  decline  in  express  rates  for  long 
distances  as  is  made  by  "the  railroads  in  their  freight  rates,  express  service  in 
this  respect  being  more  analogous  to  passenger  than  to  freight  service. 

These  are  all  conclusions  of  a  general  nature  and  do  not  state  any 
principles  or  bases  upon  which  which  reasonable  express  rates  may 
be  properly  determined ;  they  are  rather  in  the  nature  of  limitations. 
We  must  look  to  the  remaining  conclusions  of  the  commission  for 
light  upon  this  question. 

7.  That  in  compounding  the  express  rate  the  railroad  should  be  allowed  a 
compensation  for  bulked  freight  moved  upon  a  passenger  train  as  to  which  it 
is  relieved  by  contract  from  all  liability  for  loss  or  damage  and  is  without 
expense  for  the  furnishing  of  a  receipt,  the  billing,  the  bookkeeping,  and  a 
great  number  other  general  expenses. 

8.  That  the  rate  should  include  a  return  to  the  express  company  which  will 
compensate  it  with  profit  for  the  expense  of  the  service  which  it  gives,  there 
being  added  thereto  in  the  formation  of  the  total  rate  the  proper  charge  which 
it  may  reasonably  make  for  the  service  which  the  railroad  gives,  as  stated  in 
the  preceding  paragraph. 

It  is  to  be  gathered,  then,  that  for  this  service,  which  is  rendered 
under  and  by  virtue  of  a  contract  with  the  railroad  company,  there 
must  first  be  estimated  a  compensation  to  the  railroad  company  for 
carrying  the  express  matter  as  bulked  freight,  moved  in  a  passenger 
train  without  liability  and  without  any  billing,  bookkeeping,  or 
numerous  other  general  expenses.  And  we  must  take  this  basis  with- 
out reference  to  what  the  express  company  may  be  actually  paying 
the  railroad  company  under  the  contract.  Second,  the  rate  should 
also  be  sufficient  to  include  a  return  to  the  express  company  which 
will  compensate  it  with  profit  for  the  cost  of  the  service  that  it  gives. 
It  follows,  in  other  words,  that  in  dealing  with  this  great  body  of 
rates — in  fact,  all  the  interstate  rates  of  all  of  the  express  compa- 
nies— the  Federal  commission  has  been  unable,  from  the  very  com- 
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plexity  of  the  case,  to  apply  any  other  test  than  arises  out  of  the 
traffic  itself.  Although  all  of  the  rates  of  this  class  of  carriers  are 
involved,  no  basis  exists  under  which  to  apply  the  test  of  a  reason- 
able return  upon  the  fair  value  of  the  property  necessarily  devoted 
to  the  public  use,  and  this  traffic  therefore  stands  out  as  exceptional, 
different  from  all  other  traffic  or  business  of  any  other  public  utility 
subject  to  regulation  by  governmental  authority,  where  the  entire 
traffic  of  the  utility  is  involved.  That  is  the  inevitable  inference  to 
be  drawn  from  the  announced  determination  of  the  commission. 

To  the  members  of  this  association  who  are  State  commissioners 
the  regulating  situation  thus  indicated  is  of  intense  interest.  If  the 
theory  of  regulation  so  announced  for  express  rates  shall  be  upheld, 
State  commissions  will  accept  it  with  relief  and  satisfaction.  Almost 
any  method  of  testing  rates  other  than  by  the  expensive  one  of  valu- 
ation and  resulting  costly  litigation  in  court  is  to  be  hailed  as  a  deliv- 
erance from  bondage,  even  though  such  new  method  shall  be  confined 
to  express  rates.  We  must  await  patiently  the  outcome. 

It  is  possible,  of  course,  that  the  express  companies  will  accept  the 
order  of  the  Federal  body  as  finally  made,  but  if  they  do  that  any 
suits  arising  out  of  readjustments  of  rates  by  the  State  commissions 
along  the  same  lines  will  unquestionably  present  arguments  well 
founded  upon  the  doctrine  announced  by  the  Federal  commission  and 
its  acceptance,  in  results,  by  the  carrier  companies. 

Your  committee  is  of  the  opinion  that  the  Interstate  Commerce 
Commission  is  entirely  correct  in  its  views  as  to  the  tests  that  can  be 
applied  to  determine  the  reasonableness  of  express  rates  and  to  deter- 
mine what  rates  should  be  substituted  for  those  found  to  be  unrea- 
sonable. 

The  following  general  considerations  seem  applicable : 

First.  In  its  major  aspect,  transportation,  express  service  is  a  rail- 
road function. 

Second.  If  this  service  were  performed  by  the  railroads,  the  express 
service,  being  but  one  branch  of  railroad  service  and  rendered  in 
various  ways,  we  could  not,  without  the  greatest  difficulty  and  the  use 
of  arbitrary  methods  of  apportionment  of  property  values,  attempt 
to  determine  the  fair  value  of  property  devoted  to  the  express  service. 
The  use  of  such  arbitrary  methods  of  apportionment  would  not  be 
justified  by  and  ideas  of  approximation  to  accuracy  commonly 
accepted  as  just  and  fair. 

Third.  If  the  railroads  see  fit  to  contract  out  this  express  service 
to  an  express  company,  and  by  law  such  express  company  is  termed 
a  common  carrier  subject  to  regulation,  the  express  company  can  not 
claim  a  valuation  of  its  contract  as  justifying  it  in  charging  rates 
greater  than  the  railroad  company  could  justify  if  the  service  were 
rendered  as  a  purely  railroad  service. 
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Fourth.  The  contract  of  the  express  company  is  its  chief  asset  as 
giving  it  the  right  to  do  business,  but  its  just  compensation  for  service 
is  based  properly  upon  rates  which  give  the  railroad  fair  pay  for 
what  it  performs  and  the  express  company  fair  reward  for  the  addi- 
tional service  it  renders. 

Fifth.  Where  the  service  is  actually  performed  by  two  agencies 
the  rate  of  just  return  or  profit  allowed  to  each  may  appear  low, 
though  the  two  added  together  may  be  amply  sufficient  for  the  total 
service. 

The  commission  has  denied  the  application  of  railroad  carriers  for 
permission  to  intervene  in  the  case.  The  commission  will  shortly 
complete  preparing  its  schedule  of  rates  and  after  service  of  the  com- 
pleted schedules  the  express  carriers  are  to  have  30  days  within  which 
to  apply  those  rates  to  the  movement  of  one  day  or  more  and  see  what 
will  be  the  result.  They  are  to  report  their  estimate  of  the  effect  of 
the  rates  upon  the  actual  business  to  the  commission. 

DOUBLE    COLLECTION    OF   LAWFUL   CHARGES. 

Much  complaint  existed  as  to  the  collection  of  double  charges  upon 
express  packages,  although  the  companies  deny  that  overcharges 
obtained  in  that  way  resulted  from  any  policy  recognized  by  the 
companies  in  the  slightest  degree.  The  investigation  made  it  clear 
that  the  "companies'  manner  of  doing  business,  whatever  their  policy 

light  have  been,  made  such  result  inevitable,  and  the  remarkable 
fact  was  that  their  machinery  had  not  been  so  adapted  as  to  cure  the 
2vil.  This,  notwithstanding  the  express  provision  of  law  which 

lakes  it  a  penal  offense  for  any  carrier  to  charge  a  greater  or  less 
compensation  for  any  service  than  that  which  is  named  in  its  tariffs, 
system  of  billing  and  labels  has  been  devised  by  the  commission 
which  is  inserted  in  the  report.  The  express  company  is  to  make 
out  its  waybills  in  triplicate,  one  being  attached  to  the  package,  one 

}ing  reserved  by  the  office  of  the  carrier  at  the  point  of  origin,  and 
me  being  forwarded  to  the  point  of  destination,  so  that  a  check  at 

lestination  can  be  kept  by  the  carrier's  agent  upon  each  package, 
len  a  package  bearing  a  yellow  label  arrives  to  a  consignee,  it 
shows  that  such  package  has  been  prepared.  When  the  package 

)ears  a  white  label  it  shows  it  has  been  sent  collect.  If  it  bears 
no  label  the  burden  is  upon  the  express  company  to  deliver  the 
package,  and  if  upon  examination  of  its  records  it  finds  that  through 
its  mistake  or  otherwise  the  delivered  package  has  not  been  prepaid 
it  must  look  in  the  first  instance  to  the  consignee  for  payment  of  the 

iwful  charges. 

THROUGH    RATES. 

This  eliminates  the  combination  of  locals  and  reduces  the  oppor- 
lity  for  error  to  a  minimum.    The  rate  from  block  to  block  is  the 
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rate  over  any  route  used  in  transportation.    This  is  one  of  the  most 
valuable  features  of  the  whole  plan  of  reformation. 

CIRCUITOUS    ROUTING    Or    SHIPMENTS. 

One  of  the  most  frequent  causes  of  complaint  has  been  the  circuitous 
routing  of  shipments  through  the  practice  of  express  carriers  in  re- 
taining possession  of  the  shipment  so  as  to  receive  the  longest  possible 
haul  for  their  own  lines.  This  also  has  entailed  in  many  cases  the 
assessment  of  excessive  charges  based  upon  the  long  route  instead  of 
the  direct  route  over  which  the  shipment  should  have  traveled.  The 
commission  requires  the  establishment  and  publication  of  through 
routes  between  the  principal  points  in  the  United  States  following 
the  main  lines  of  travel  and  being  the  most  direct  in  point  of  time 
measured  by  the  schedule  of  those  passenger  trains  by  which  normal 
schedules  are  observed.  The  carriers  are  to  be  required  to  add  to  such 
through  routes  as  rapidly  as  possible  and  to  change  them  as  often  as 
may  be  necessary  for  the  better  accommodation  of  the  traffic. 

FREE  DELIVERY  LIMITS. 

The  express  carriers  must  publish  a  general  directory,  alphabeti- 
cally arranged  by  cities,  of  all  express  offices  in  the  United  States,  thi 
name  of  each  office  to  be  followed  by  a  statement  as  to  whether  fr 
delivery  is  furnished  at  such  office  or  not.  Where  free-delivery  servi 
is  maintained,  unless  the  publication  shall  circumscribe  the  delivery 
limits,  it  shall  be  understood  that  the  delivery  service  comprehends 
the  corporate  limits  of  the  place  named. 

UNREASONABLE  LIMITATIONS  IN  RECEIPTS. 

The  law  requires  that  the  carrier  shall  give  a  receipt  for  the 
package  it  receives.  The  receipt  now  given  is  not  satisfactory  chiefly 
because  of  the  conditions  thereto  attached.  It  has  been  claimed  that 
the  conditions  in  the  express  carrier's  receipt  to  shippers  have  been 
so  worded  as  to  improperly  limit  the  rights  of  the  shippers  there- 
under and  to  discourage  the  presentation  of  claims  by  shippers  whose 
consignments  have  been  lost  or  damaged  in  transit.  The  following 
statements  on  this  subject  are  made  by  the  commission: 

The  rates  of  the  express  carriers  have  heretofore  been  based  upon  a  limita- 
tion of  value  of  $50  per  shipment,  and  the  receipts  given  by  the  express  carrier 
have  contained  a  provision  which  limited  recovery  in  case  of  loss  to  this  amount. 
The  validity  of  this  provision  has  been  challenged,  and  has  been  the  subject 
judicial  interpretation,  with  the  result  that  various  constructions  have 
given  to  the  receipt,  which  has  been  upheld  in  some  courts  and  not  sustaine 
In  others,  and  is  now  before  the  Supreme  Court  for  final  adjudication.  Th« 
representatives  of  some  shippers  have  urged  the  elimination  of  this  limitation 
as  the  basis  of  express  rates,  whereas  other  shippers  have  contended  for  the 
retention  of  this  limitation  of  value,  and  for  the  abolition  of  the  arbitrary 
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charge  which  the  carrier  has  heretofore  assessed  upon  shipments  valued  in 
excess  of  $50,  contending  for  their  right  to  independently  insure  values  in 
excess  of  $50,  wherever  such  insurance  could  be  procured  most  cheaply. 
Associations  are  maintained  in  various  commercial  centers  for  the  insurance  of 
express  shipments,  and  these  insurers  have  usually  made  a  lower  charge  for 
the  risk  than  that  imposed  by  the  carriers'  tariffs.  It  was  argued  on  behalf  of 
the  carrier  that  the  increased  charge  for  shipments  valued  in  excess  of  $50 
was  made  necessary,  not  only  by  extra  risk  in  case  of  loss,  but  by  the  necessity 
for  greater  care  in  the  handling. 

In  all  the  parcel-post  systems  that  we  have  examined  the  low  rates  of  car- 
riage have  been  invariably  accompanied  by  correspondingly  low  limitations  of 
value,  and  while  numerous  complaints  have  been  made  during  the  course  of  this 
investigation,  based  upon  the  carrier's  declination  to  pay  losses  in  excess  of 
$50  (in  the  absence  of  a  greater  declared  value  and  payment  of  the  extra 
charges  based  thereon),  it  does  not  appear  to  be  wise  to  establish  a  small  parcel 
rate  based  upon  unlimited  values. 

We  have  therefore  deemed  it  prudent  and  for  the  best  interests  of  the  shipper, 
for  the  time  being  at  least,  to  permit  the  $50  valuation  clause  to  remain  in  the 
receipt.  This  liability,  however,  with  respect  to  shipments  in  excess  of  100 
pounds,  should  be  increased  in  ratio  to  the  increase  of  weight.  The  commission 
and  a  committee  representing  shippers  and  carriers  are  engaged  upon  the  con- 
sideration of  a  proposed  express  receipt  which  it  is  hoped  may  be  adopted  by 
all  companies. 

DELAYS   IN    THE    SETTLEMENT   OF    CLAIMS   FOR   LOSS   AND  DAMAGE. 

It  is  the  view  of  the  commission  that  the  rule  should  be  that  in 
the  event  of  the  nondelivery  or  loss  or  destruction  of  a  shipment  a 
notice  shall  immediately  be  mailed  by  the  agent  of  the  carrier  at 
destination  to  both  the  consignor  and  consignee,  if  known;  and  in 
the  event  of  claim  made  in  writing  the  company  shall  immediately 
acknowledge  its  receipt  and  shall,  within  six  months  from  the  date 
of  filing  such  claim,  notify  the  claimant  in  writing  of  the  disposition 
made  thereof.  Claims  for  partial  loss  or  damage  should  be  given 
equally  prompt  disposition.  It  is  understood  that  to  the  establish- 
ment of  such  rules  shippers  and  carriers  have  given  their  approval. 

CLASSIFICATION    OF   EXPRESS    MATTER. 

The  commission  finds  that  there  must  be  a  new  classification  of 
traffic  in  which  the  standard  or  first-class  rate  shall  be  that  on  mer- 
chandise, and  to  which  there  shall  be  one  great  class  of  exceptions — 
a  second  class  as  it  were — consisting  of  articles  of  food  and  drink 
now  carried  under  the  meaningless  term  "  general  specials."  The 
rate  for  this  latter  class  should  bear  a  relation  in  percentage  to  the 
former.  The  conclusion  of  the  commission  is  that  75  per  cent  of  mer- 
chandise will  yield  a  fair  and  reasonable  rate  for  these  food  and 
drink  articles.  The  rules  of  the  express  companies  are  declared  to  be 
too  many  and  too  involved,  and  that  they  need  even  more  drastic 
revision  than  is  suggested  in  the  report. 
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PARCEL  POST. 

Members  of  the  association  are  aware  that  by  recent  legislation  in 
Congress  a  parcel-post  service  is  soon  to  be  established  by  the  Gov- 
ernment. This  marks  the  beginning  of  another  reform  which  has 
been  generally  favored.  The  extent  to  which  the  parcel-post  service 
will  take  over  the  express  business,  so  much  of  which  consists  of 
small-weight  packages,  will  be  an  interesting  development.  The  par- 
cel post  will  probably  become  a  general  service  within  a  short  period 
of  time.  It  will  at  any  rate  provide  an  additional  public  utility,  and 
one  which  should  have  been  established  many  years  ago.  We  shall 
also  witness  a  peculiar  transportation  condition.  The  railroads  will 
be  carrying  parcels  for  the  Government  under  weight  regulations, 
and  they  will  be  carrying  parcels  for  the  express  companies  upon  a 
percentage  amounting  to  approximately  one-half  of  the  gross  re- 
ceipts. Under  such  conditions  the  express  companies  will  be  at  a 
palpable  disadvantage,  and  they  may  well  recognize,  therefore,  an 
approaching  competitive  situation  which  is  likely  to  have  controlling 
effect  upon  a  large  part  of  their  rates. 

PERFORMANCE  OF  EXPRESS  SERVICE. 

Much  has  been  said  upon  the  question  whether  the  railroad  com- 
panies should  be  required  to  perform  directly  the  service  now 
rendered  by  express  companies.  Your  committee  had  expected  that 
this  would  form  a  topic  of  interest  in  this  report.  The  course  of 
events  has  rendered  this  question  of  small  consequence  at  this  time. 
If  the  decision  of  the  Interstate  Commerce  Commission  that  the  serv- 
ice by  the  express  people  must  in  effect  be  rendered  for  a  price  practi- 
cally as  low  as  if  it  were  provided  directly  by  the  railroads  is  a 
sound  ruling  in  law,  the  manner  of  performance  is  of  little  impor- 
tance at  this  time.  The  question  may  assume  large  importance  if 
the  railroads  shall  insist  upon  larger  and  larger  percentages,  or  if 
the  volume  of  express  business  shall  largely  decrease  because  of  the 
extension  of  the  parcel-post  service,  and  the  present  percentages 
shall  continue  to  be  demanded  by  the  railroad  companies.  It  may 
be  that  thereby  the  express  companies  would  be  unable  to  continue 
the  furnishing  of  express  service  because  of  being  subjected  to  large 
actual  loss.  Confronted  with  such  a  condition  there  would  be  a 
resistless  demand  for  legislative  and  administrative  regulation  to 
the  full  limits  of  constitutional  power.  Such  a  condition,  however, 
is  not  to  be  expected.  Such  express  rates  must  be  allowed  as  will 
be  compensatory  and  yield  a  fair  profit.  The  railroad  companies 
must  perhaps  lower  their  percentages  to  some  extent,  or  the  express 
companies  must  sacrifice  some  of  their  profits.  It  is  possible,  of 
course,  that  notwithstanding  the  parcel-post  competition  an  increased 
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volume  of  business  for  the  express  companies  will  be  engendered  by 
the  lower  charges  and  equitable  rate  system  which  is  now  proposed 
to  be  put  in  force.  But  all  this  is  speculative.  The  Government 
is  undertaking  to  put  in  effect  a  great  rate  reform  pertaining  to  this 
express  service.  We  must  await  the  trial  before  meeting  difficulties 
that  may  never  arise. 

INTERCORPORATE  RELATIONS. 

There  nre  two  views  to  be  taken  concerning  intercorporate  rela- 
tions of  express  companies.  Either  there  should  be  but  one  express 
company  serving  the  whole  country  or  there  should  be  entire  separa- 
tion of  corporate  interests  so  that  the  existing  companies  shall  be  dis- 
tinct in  fact  as  well  as  in  law.  If  the  competitive  relation  between 
express  companies  is  to  continue  it  should  be  made  as  free  as  abso- 
lutely separate  ownership  can  insure.  It  is  folly  to  attribute  any  real 
competition  between  companies  owning  large  blocks  of  the  stock  of 
each  other  and  a  dominating  interest  or  virtual  control  exercised 
through  holdings  by  railroad  companies  and  railroad  directors.  If 
we  are  to  have  common  financial  control  of  express  operations  there 
should  be  but  one  corporation  with  all  of  the  obligations  and  respon- 
sibilities thereby  devolved,  instead  of  a  number  of  corporations  con- 
rolled  through  a  community  of  stockholding  interests,  but  which 
jre  nevertheless  separate  entities  in  legal  contemplation.  The  prog- 
ress of  intercorporate  relations  between  express  companies  and  be- 
reen  them  and  railroad  companies  and  those  in  control  of  railroad 
)mpanies  has  reached  the  stage  of  public  scandal.  Your  committee 
refrains,  however,  from  presenting  any  recommendation  upon  that 
ibject  at  this  time.  We  believe  that  the  most  important  work  now 
be  performed  in  connection  with  express  transportation  is  to  secure 
the  general  reform  of  rates  and  rate  practices  which  has  been  com- 
lenced  and  so  greatly  progressed  by  the  Interstate  Commerce  Com- 
lission,  and  that  no  action  whatsoever  likely  to  embarrass  the  success 
)f  that  reform  should  be  taken  at  this  time.  The  general  reformation 
mce  accomplished  the  work  of  adjusting  State  rates  in  accordance 
rith  local  conditions  can  proceed  actively  and  surely  upon  the  lines 

defined. 

CONCLUSIONS. 

Your  committee  recommends  that  the  work  of  the  Interstate  Com- 
lerce  Commission  as  set  forth  in  its  report  and  order  (In  the  Matter 
)f  Express  Rates)  be  heartily  indorsed,  and  that  the  general  scheme 
)f  constructing  and  stating  rates  as  set  forth  in  that  report  and 
lereinabove  described  be  approved  by  this  association,  subject,  of 
3ourse,  to  such  variations  in  the  application  thereof  as  may  be  neces- 
iry  to  local  conditions  within  the  several  States. 
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Your  committee  further  recommends  that  a  new  committee  of 
seven  be  appointed  for  this  work  immediately  at  the  end  of  this 
session,  and  besides  the  duty  of  making  report  to  the  next  conven- 
tion, that  such  committee  shall  at  once  consider  whether  the  Inter- 
state Commerce  Commission  hundred-pound  rates  and  graduating 
scale  are  applicable  in  all  respects  to  traffic  within  the  States,  and  if 
not  to  notify  the  membership  promptly  what  modification  thereof  or 
additions  thereto  in  the  way  of  scales  based  upon  lower  rates  per 
hundred  pounds  or  otherwise  are  appropriate  or  required,  to  the  end 
that  the  State  commissions  shall  be  advised  in  time  for  consideration 
thereof  in  connection  with  the  work  of  adjusting  State  express  rates 
after  the  final  order  of  the  Interstate  Commerce  Commission  shall 
be  issued. 

Mr.  DECKER,  of  New  York.  I  ask  that  the  report  be  received  and 
printed,  and  that  the  recommendations  be  adopted. 

Mr.  WOOD,  of  Indiana.  The  report  is  an  admirable  one,  because, 
among  other  things,  it  commends  the  splendid  work  of  the  Interstate 
Commerce  Commission,  and  on  account,  too,  of  the  work  done  by  the 
committee. 

However,  I  do  not  know  that  the  commission  of  Indiana  can  agree 
to  the  recommendations,  on  account  of  the  fact  that  four  years  ago  we 
undertook  to  regulate  in  that  State  express  rates,  and  failed  to  do  so 
on  account  of  the  intervention  of  the  Federal  court. 

About  a  year  ago  we  commenced  another  general  inquiry  into 
express  rates,  and  made  a  reduction  of  15  per  cent,  attacking  the 
graduated  scale  somewhat  in  the  manner  that  the  Interstate  Com- 
merce Commission  has  done.  Now,  those  rates  are  in  effect  in  our 
State.  We  sent  experts  to  New  York  and  separated  the  interstate 
from  the  intrastate  business,  and  we  went  very  extensively  into  that 
investigation,  and  our  State  now  has  the  benefit  of  a  rate  about  15 
per  cent  lower  than  the  prevailing  rate.  As  I  understand,  the  rates 
made  by  the  Interstate  Commerce  Commission  produce  rates  some- 
where between  18  and  25  per  cent — I  might  say  between  15  and  25 
per  cent  lower — but  our  rate  is  in,  and  we  are  getting  the  benefit  of 
it,  say  of  $150,000  a  year  in  that  State,  on  account  of  the  reduc- 
tion in  rate  made  by  the  commission,  and  the  Federal  court  has 
refused  a  temporary  injunction. 

Now,  I  do  not  know  that  the  commission  of  Indiana  will  be  averse 
to  conforming  to  these  rates,  and  we  indorse,  as  I  understand  it, 
the  report  made  by  Chairman  Decker  absolutely,  and  the  scale  of 
rates  and  the  entire  proposition,  and  the  manner  in  which  they  are 
stated  by  the  Interstate  Commerce  Commission.  I  am  willing  to 
do  that,  with  the  reservation  that  our  rates  that  we  have  established 
in  Indiana,  and  which  now  prevail  to  the  satisfaction  of  our  people, 
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shall  be  maintained.  I  do  not  want  to  be  understood,  by  agreeing 
to  vote  for  that  report,  as  saying  that  we  will  overturn  what  we 
have  done  there,  or  that  we  will  do  anything  else  but  maintain  our 
rates  until  we  can  get  something  better.  With  that  reservation, 
however,  I  am  perfectly  willing  to  vote  for  the  report. 

Mr.  DECKER,  of  New  York.  Let  me  make  one  suggestion.  The 
recommendation  is  not  intended  to  bind  any  State  commission,  but 
rather  that  every  State  commission  shall  be  advised  through  the 
work  of  the  next  committee,  and  I  think  that  the  approval  refers 
to  the  general  method  of  stating  the  rate,  rather  than  to  the  rates 
themselves,  with  which  we  have  nothing  to  do. 

Mr.  WOOD,  of  Indiana.  Well,  with  that  explanation  I  will  vote  for 
the  report. 

Mr.  ESHLEMAN,  of  California.  I  fear  that  it  will  perhaps  appear 
>resumptuous  to  all  of  you  for  myself,  a  new  commissioner,  newly 
this  work,  to  disagree  in  any  regard  with  such  excellent  authority, 
but  I  am  not  prepared  at  the  present  time  to  say  that  we  should 
as  far  as  the  motion  of  the  very  able  gentleman  from  New  York 
rould  permit  us.     The  Interstate  Commerce  Commission  has  not 
me  as  far  as  this  motion  will  commit  this  body.     The  Interstate 
nnmerce  Commission  admittedly  is  trying  out  these  rates  and  the 
)rder  has  not  yet  become  final. 

Now,  in  California,  we  have  an  express  investigation  which  is 
ring  on  at  the  present  time.     We  adjourned  it  so  that  Mr.  Thelen 
id  I  might  come  to  this  conference,  and  we  will  take  it  up  again 
our  return. 

Our  general  impression  is  that  the  scale  adopted  by  the  Interstate 
Commerce  Commission,  with  its  many  excellent  features,  still  is 
ifair  to  the  shorter- distance  shipper.  Now,  we  may  be  wrong, 
id  the  presumption  is  against  us  on  that;  and  I  know  that  no 
me  has  a  higher  regard  for  the  excellent  work  and  the  tremendous 
idustry  of  the  Interstate  Commerce  Commission  than  I,  but  the 
iterstate  Commerce  Commission  has  indulged  in  generalities  purely. 
>ome  of  these  generalities  I  do  not  agree  with,  but  it  would  not  be 
lecessary,  if  the  motion  of  Mr.  Decker  were  changed  somewhat,  to  go 
ito  this  whole  scheme  concerning  which  a  great  many  of  us  are  some- 
what in  the  dark,  particularly  as  to  the  result  of  it;  but  I  am  not 
>repared  at  this  time  to  commit  myself  as  far  as  the  motion  goes. 
)f  course,  as  to  the  rules  and  regulations  and  various  matters  therein, 
have  studied  the  report  very  carefully,  and  the  work  is  excellent, 
id  I  think  we  agree  with  all  of  that,  but  as  to  the  rates  and  as  to 
general  statement  in  the  report  of  the  committee  that  it  agrees 
rith  the  conclusions  that  the  value  of  the  property  of  an  express 
>mpany  shall  have  nothing  to  do  with  the  fixing  of  the  rates,  I 
not  in  accord  with  that. 
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Now,  what  has  the  Interstate  Commerce  Commission  said,  when 
it  says  that  they  shall  not — that  the  express  company  shall  not — 
charge  a  higher  rate  than  the  railroad  company  should  charge  if  it 
performed  the  service?  It  has  said  absolutely  nothing  with  refer- 
ence to  the  solution  of  this  problem,  in  my  humble  opinion,  because 
there  is  no  way  of  ascertaining  what  the  railroad  companies  could 
charge  under  the  circumstances ;  that  is,  in  this  case. 

The  whole  service  is  not  before  the  commission;  the  cost  of  the 
service  which  the  railroad  admittedly  performs  is  not  before  the 
commission,  and  it  seems  to  me  that,  so  far  as  the  railroads  and  the 
express  companies  are  concerned,  we  may  start  with  the  presumption 
that  the  amount  actually  expended  by  the  express  companies  and 
paid  last  year,  say,  to  the  railroad  companies — because  the  Supreme 
Court  has  said  that  the  best  method  is  that  of  taking  the  year 
immediately  preceding — that  we  may  assume,  for  the  purposes  of 
investigation  into  express  rates,  that  that  is  a  proper  amount  to  be 
expended  for  the  railroad  service.  Certainly  the  railroads  can  not 
contest  it,  because  it  is  a  voluntary  contract  on  their  part.  In  our 
case,  the  attorneys  for  the  express  companies  have  admitted  that 
they  have  no  power  to  contest  it.  In  other  words,  it  seems  to  me 
we  can  go  a  little  further  than  the  Interstate  Commerce  Commission 
has  done  in  the  present  instance,  by  taking  the  actual  payment  last 
year,  under  a  percentage  or  tonnage  arrangement — percentage  exists 
in  our  State — the  actual  amount  which  was  paid,  say,  by  Wells, 
Fargo  &  Co.  to  the  Southern  Pacific  Co.  under  its  contract,  and 
charge  that  to  operating  expenses,  the  same  as  you  would  charge  it 
to  operating  expenses  if  the  entire  service  were  performed  by  one 
agency  and  not  by  two. 

Now,  I  admit  that  this  is  only  a  step,  but  neither  the  express  com- 
panies nor  the  railroads,  as  a  proposition  of  law,  can  contest  that. 
Then  what  have  we  left?  We  have  the  property  of  the  express  com- 
pany, which  is  over  and  above  that.  In  other  words,  the  service  of  the 
railroad  company  is  paid  for.  It  is  contemplated  that  all  the  trans- 
portation service  which  the  railroad  performs  is  paid  for  in  the 
actual  amount  of  money  handed  over  by  the  express  company  to  the 
railroad  company.  Therefore,  I  disagree — if  this  report  commits 
us  to  an  agreement  in  that,  I  disagree  on  this  general  proposition, 
that  the  express  company  is  neither  fish  nor  flesh ;  that  it  is  not  the 
same  as  any  other  utility;  that  there  must  be  rules  adopted  apart 
from  those  affecting  general  utilities.  If  the  railroads  see  fit  to 
farm  out  part  of  the  duties  which,  under  other  circumstances,  they 
could  be  expected  to  perform,  and  if  the  express  company  is  pre- 
vented from  questioning  the  reasonableness  of  that  contract,  we  have 
the  right  to  presume  that  the  consideration  which  passes  is  sufficient 
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for  the  service.  In  other  words,  we  may  eliminate,  for  the  purpose 
of  preliminary  consideration  of  this  matter,  the  cost  of  the  service 
which  the  railroad  performs.  Now,  I  do  not  want  to  be  understood 
as,  with  the  small  amount  of  information  which  I  have,  disagreeing 
with  the  tremendously  able  report  of  the  Interstate  Commerce  Com- 
mission, but  my  main  objection  is  that  the  committee  has  committed 
us  further  than  I  am  willing  to  go,  and  I  could  give  many  other 
reasons,  but  I  am  not  going  to  take  the  time  of  the  convention  to  do 
so,  and  it  is  not  necessary  that  I  should,  but  I  merely  suggest  that 
the  language  of  the  resolution  be  changed  so  that  we  may  not  be  com- 
mitted to  things  concerning  which  we  have  doubts,  and  as  to  which 
I  have  a  shrewd  suspicion  the  Interstate  Commerce  Commission  has 
its  doubt. 

Another  thing,  I  do  not  believe,  in  the  various  States,  while  we  have 
been  watching  the  action  of  the  Interstate  Commerce  Commission, 
and  we  will  'be  largely  guided  by  it,  that  we  have  entirely  divested 
our  minds  of  doubt  on  the  proposition  of  whether  or  not  it  is  appli- 
cation to  the  shorter  distances  that  prevail  in  the  States  is  fair  to 
those  shorter  distances.  I  do  not  think  the  Interstate  Commerce  Com- 
mission is  willing  to  go  on  record  with  reference  to  that.  Therefore 
why  should  we  wait  except  in  the  interest  of  uniformity,  of  course, 
and  ultimately  uniformity  will  prevail — but  why  should  we  wait  in 
the  investigation  into  which  we  have  now  in  our  State  been  going 
for  almost  two  years?  One  of  the  very  first  things  we  did  was  to 
require  the  express  companies  to  report  to  us  for  two  solid  months, 
giving  us  copies  of  everything  that  went  through  their  offices.  We 
have  had  10  clerks  working  for  months  compiling  the  information 
from  those  original  reports,  and  we  have  a  tremendous  amount  of 
information  directly  from  the  express  companies'  books  on  the  affairs 
of  the  express  companies  in  California.  We  are  almost  ready  to 
reach  a  conclusion  in  the  matter,  and  I  do  not  believe  that  the  State 
of  California  should,  under  these  circumstances,  delay  recognizing, 
however,  the  high  authority  of  the  Interstate  Commerce  Commission ; 
recognizing,  as  I  think  we  do,  much  more  than  a  great  many  other 
commissions,  that  cooperation  with  the  Interstate  Commerce  Com- 
mission should  be  the  rule.  We  have  to-day  in  our  statutes  written 
that  so  far  as  practicable  we  shall  work  in  conjunction  with  refer- 
ence to  accounts  and  other  matters  that  are  involved  in  this  proposi- 
tion— that  we  shall  work  in  conjunction  with  the  Interstate  Com- 
merce Commission.  I,  for  one.  have  already  expressed  myself  as 
feeling  that  ultimately  all  the  affairs  of  interstate  carriers  will  have 
to  be  handled  by  the  Interstate  Commerce  Commission,  and  I  re- 
iterate that.  I  merely  say  that  so  that  it  may  be  seen  that  it  is  not 
any  State  pride  which  leads  me  to  take  this  position.  It  is  due  to  the 
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fact  that  in  California  we  need  an  adjustment  of  our  local  express 
rates,  which  can  not  be  brought  about  by  adopting  the  Interstate 
Commerce  Commission's  method.  It  is  due  to  the  second  fact  that 
there  are  several  conclusions  of  the  Interstate  Commerce  Commis- 
sion— presumptuous  as  it  may  appear  on  my  part — with  which  I  do 
not  agree. 

Mr.  DECKER,  of  New  York.  In  order  to  avoid  any  misunderstand- 
ing, I  want  to  say  again  that  I  fail  to  find  in  the  wording  of  either  of 
the  two  recommendations  a  single  sentiment  indorsing  any  particular 
rates;  and  carefully  have  those  recommendations  been  drawn  to 
avoid  that.  The  first  resolution  simply  refers  to  the  general  method 
of  stating  rates  and  general  work  on  that  subject.  The  second  rec- 
ommendation asks  for  the  appointment  of  a  committee  to  consider 
how  far  these  graduating  scales  are  applicable  to  State  business,  and 
it  is  incumbent  upon  no  commission  whatsoever,  under  that  recom- 
mendation, to  adopt  a  single  rate  mentioned  in  the  Interstate  Com- 
merce Commission  report,  but  it  is  in  recognition  of  the  general  work 
that  has  been  done  by  the  Interstate  Commerce  Commission,  and  the 
belief  on  the  part  of  the  committee  that  we  ought  to  do  nothing  at 
this  time  which  will  embarrass  the  reform  so  undertaken  as  to  inter- 
state rates. 

Mr.  ESHLEMAN,  of  California.  I  certainly  would  accord  entirely 
with  that  statement,  but  I  must  have  misunderstood  the  reading  of 
the  report. 

Mr.  DECKER,  of  New  York.  Now,  I  do  not  ask  this  convention  to 
adopt  the  report  as  a  whole.  I  ask  that  it  be  received  and  printed, 
and  I  ask  the  convention  to  adopt  the  two  recommendations  at  the 
end  of  the  report. 

Mr.  ESHLEMAN,  of  California.  This  will  eliminate  one  of  my  ob- 
jections, because  at  the  end  of  the  findings  the  committee  stated  that 
with  these  conclusions  we  are  in  accord. 

Mr.  DECKER,  of  New  York.  That  is  so. 

Mr.  ESHLEMAN,  of  California.  But  if  the  recommendations  that 
we  are  to  adopt  have  the  intent  that  you  suggest  I  certainly  would 
have  no  objection,  because  I,  as  much  as  anyone  else,  certainly  desire 
to  hold  up  the  hands  of  the  Interstate  Commerce  Commission  and  to 
help  them  in  any  way  I  can,  and  I  am  sure  my  commission  is  with  me 
on  this,  so  we  may  have  a  chance  to  work  out  this  scheme  and  see 
whether  it  is  right,  but  to  say  it  is  right  now  I  can  not  do  that. 

Mr.  DECKER,  of  New  York.  If  you  will  let  me  read  these  recom- 
mendations to  you  again  and  point  out  that  great  care  was  taken 
do  nothing  except  to  commend  the  very  admirable  method  of  coi 
structing  or  stating  the  rates 

Mr.  THELEN,  of  California.  You  mean  with  reference  to  interstate 
rates  alone? 
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Mr.  DECKER,  of  New  York.  Yes.  [Eeading  recommendations  from 
report  of  committee  on  express  service  and  express  rates.] 

Now,  you  do  not  have  to  so  adjust  your  State  rates  unless  you  want 
to,  but  there  is  a  new  scheme  of  rate  making  going  in,  and  you  may 
want  to,  and  I  am  suggesting  merely  by  that  recommendation  that 
the  new  committee  may  be  of  great  assistance  to  the  State  commis- 
sions by  inquiry  of  and  advice  to  the  State  commissions  on  that  point. 

Mr.  ESHLEMAN,  of  California.  If  I  may  have  the  floor  for  a  min- 
ute, I  think  I  can  settle  my  part  of  it. 

With  the  explanation  given  by  Mr.  Decker,  I  see  I  was  wrong  in 
my  understanding  of  the  intent  of  his  recommendation,  which  I 
think  might  have  been  brought  about  by  the  statement  of  the  chair 
in  the  putting  the  motion.  I  may  have  misunderstood  the  chair.  I 
have  no  complaint  now.  If  it  is  understood  that  it  is  an  appreciation 
on  the  part  of  this  body  of  the  excellent  work,  and  a  desire  to  attempt 
to  see  whether  or  not  it  can  be  worked  out,  I  have  no  quarrel  with 
that  at  all.  It  has  been  suggested,  however,  that  the  same  result 
could  have  been  reached  as  readily,  and  probably  without  any  diffi- 
culty, by  a  vote  of  confidence  and  thanks  to  the  Interstate  Commerce 
Commission  for  the  tremendously  effective  work  in  this  regard.  But 
I  am  willing  with  this  plain  understanding  as  to  Mr.  Decker's  present 
statement  to  withdraw  any  objection  to  the  adoption  of  those  recom- 
mendations and  the  printing  of  the  report,  but,  of  course,  I  do  not 
approve  the  report. 

Mr.  HENSHAW,  of  Oklahoma.  I  have  been  investigating  express 
rates  for  four  years,  and  I  want  to  differ  somewhat  from  the  view 
that  the  commissioner  from  California  took  of  this  matter  in  his  first 
statements,  and  especially  upon  the  holding  of  the  Interstate  Com- 
merce Commission,  wherein  it  expresses  the  opinion  that  express  rates 
should  be  no  higher  than  if  they  were  carried  by  the  railroad  com- 
pany direct.  True,  that  is  the  announcement  of  a  principle — a  very 
important  one.  The  details  of  what  the  difference  in  cost  are  yet 
remain  to  be  determined.  I  want  to  say  now  that  from  my  inves- 
tigation of  this  entire  subject  we  will  congratulate  ourselves,  or 
should  do  it,  at  least,  if  the  rates  proposed  by  the  Interstate  Com- 
merce Commission,  which  are  now  in  effect — if  they  ultimately  go 
into  effect — that  we  may  point  to  that  work  as  the  greatest  work  of 
(he  Interstate  Commerce  Commission  up  to  date. 

Now,  all  I  am  apprehensive  of  is  that  their  scheme  of  rates  as  now 
announced  will  not  go  into  effect.  It  is  true  there  may  be  local  con- 
ditions, as  suggested  in  this  report,  that  may  require  modification  in 
localities.  I  am  certainly  in  favor  of  the  report  as  it  now  stands, 
and  I  would  be  in  favor  of  it  if  an  indorsement  was  made  in  stronger 
language. 
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The  motion  to  approve  the  recommendations  was  carried. 

Mr.  DECKER,  of  New  York.  Will  you  permit  me  to  ask  the  indul- 
gence of  the  convention  for  5,  or  perhaps  10,  minutes  to  hear  from 
Prof.  Gray,  of  the  University  of  Minnesota,  in  relation  to  some  special 
work  he  is  engaged  in,  which  I  am  sure  will  be  of  very  great  interest 
to  all  of  us,  and  I  ask  permission  from  the  convention  that  Prof. 
Gray  be  heard  at  this  time  to  the  extent  indicated. 

The  PRESIDENT.  There  is  a  special  order,  which,  as  everybody 
knows,  calls  for  3  o'clock,  but  it  was  thought  best  to  complete  the 
work  of  this  committee,  and  that  will  be  the  next  order  of  business. 
I  know  something  of  the  work  that  Prof.  Gray  is  engaged  in,  and 
I  wish  to  disabuse  the  minds  of  the  convention  that  he  is  at  present 
performing  the  duties  of  professor  at  the  university,  but  is  engaged 
in  special  work  in  which  there  is  more  or  less  direct  interest  on  the 
part  of  the  members  of  this  association,  and  unless  there  is  objection 
raised  prior  to  the  taking  up  of  the  special  order  a  few  moments  will 
be  granted  to  Prof.  Gray. 

Prof.  GRAY.  I  thank  you  cordially.  I  have  undertaken  for  the 
National  Civic  Federation,  a  voluntary  association,  with  its  head- 
quarters in  New  York,  an  association  of  which  Mr.  Seth  Low, 
of  New  York,  is  president,  to  make  an  investigation  of  the  occa- 
sion for,  the  history,  the  status,  and  the  prospects  of  public  con- 
trol of  railroads  and  other  public  utilities.  A  considerable  sum  of 
money  was  raised  for  that  purpose,  and  I  have  begged  off  from  the 
university  for  a  year  to  devote  my  time  to  it.  We  hope  when  that 
report  is  made  it  will  consist  of  three  parts.  I  say  "  we  hope," 
because  it  has  not  yet  been  determined — namely,  a  summary  of  the 
obstacles  to  be  overcome  and  the  difficulties  to  be  encountered  yet. 
In  the  next  place  a  draft  of  what  we  choose  to  call  a  model  bill, 
attempting  to  embody  in  it  suggestions  for  legislation  along  the 
lines  of  what  appears  to  us  to  be  the  best  things  that  have  been  done. 
The  other  part  is  one  in  which  I  want  to  bespeak  your  cooperation. 

We  have  undertaken,  as  preliminary  to  this  work,  a  complete  com- 
pilation and  minute  analysis  of  all  of  the  statutes,  Federal  and  State, 
relating  to  control.  Now,  I  know  that  you  are  hard- worked  gentle- 
men, and  I  would  not  dare  ask  your  cooperation  on  this  in  behalf 
of  the  public  if  I  did  not  believe  I  was  asking  it  in  your  own  interest 
as  well.  We  have  engaged  the  services  of  a  distinguished  professor 
of  the  Harvard  Law  School,  who  has  written  largely  on  the  law  in 
this  field,  to  superintend  the  law  end  of  it,  and  we  have  had  recourse 
to  all  of  the  authorities  on  the  subject,  but  we  have  found  that  a 
good  deal  like  the  600,000,000  express  rates — so  large  and  cumber- 
some that  it  was  hard  to  use — but  we  have  undertaken  a  minute 
analysis  by  topics  and  States.  We  propose  to  have  statutory  refe 
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ence  to  each  section ;  to  each  State  for  each  section  we  propose  to  have 
the  citation  to  the  legal  decisions  under  that,  and  we  propose  to  have 
the  thing  well  indexed  with  cross  references.  I  venture  to  say — and 
I  do  not  think  it  is  presumptuous  under  the  circumstances — I  know 
some  members  of  our  managing  committee  who  are  members  of  your 
association — I  venture  to  say  we  have  a  more  complete  collection 
than  has  ever  been  made  before  of  the  statutes,  and  a  more  complete 
analysis ;  but  it  goes  without  saying  that  in  a  work  of  that  sort,  with 
a  temporary  organization,  we  will  have  many  errors  and  serious 
errors. 

Now,  we  have  put  that  in  type  already,  and  we  propose  to  send 
copies  of  that  to  every  commissioner  in  this  country,  and  we  beg  of 
him  that  he  will  have  the  goodness,  not  to  go  off  and  make  an  in- 
vestigation for  us,  but  out  of  the  abundance  of  his  knowledge,  and 
more  particularly,  his  knowledge  in  his  own  jurisdiction,  that  he 
will  do  us  the  favor  of  sending  us  such  corrections  as  occur  to  him  in 
regard  to  that  compilation.  We  propose  to  send  the  sections  of  the 
statutes  with  a  similar  request.  That  would  involve  somewhat 
more  a  matter  of  investigation,  but  we  trust  that  you  busy  men,  in 
the  hope  for  benefit,  and  in  the  interest  of  the  general  work  that  you 
are  in,  as  well  as  the  special  office  work,  that  you  will  pay  some  atten- 
tion to  what  we  call  our  model  sections.  They  involve  what,  in  the 
opinion  of  the  director  of  the  investigation,  should  be  set  before 
our  managing  committee  for  consideration.  There  is  one  other 
small  item  that  I  want  to  call  your  attention  to.  I  hope  it  will  touch 
a  tender  place  in  your  hearts.  Those  of  us  who  have  been  in  the 
investigation  field  know  that  one  defect  of  our  attempt  at  regulation 
is  due  to  the  small  amount  of  money  available.  Now,  we  could  go 
to  the  statutes  and  find  out  how  much  money  is  provided,  but  often 
you  do  not  get  from  an  appropriation  bill  a  full  picture  of  what  is 
going  on  in  the  use  of  that  money.  I  have  drafted  a  brief  question- 
naire, asking  about  the  amount  of  money  available  for  each  commis- 
sion, and  asking  more  particularly  as  to  the  strings  the  legislatures 
have  put  on  them — how  many  salaries  in  your  commissions  are  fixed 
by  legislation,  and  how  many  of  your  expenditures  are  limited  by 
legislation,  and  I  beg  of  you  that  you  will  pay  some  attention  to  that. 

I  would  not  ask  it  if  I  did  not  believe  it  was  to  your  interest.  I 
believe  you  will  find  the  report  of  this  committee,  when  it  comes  to 
you,  of  the  utmost  value  in  your  regulation  work,  and  I  believe  it 
will  be  of  very  great  value  to  all  people  contemplating  legislation 
with  a  view  to  control. 

A  VOICE.  Will  that  be  ready  by  the  1st  of  January  ? 

Prof.  GRAY.  Not  as  soon  as  that,  but  my  managing  committee  have 
threatened  to  annihilate  my  reputation  if  it  is  not  out  now  in  a  very 
short  course  of  time. 
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The  VOICE.  About  when,  sir? 

Prof.  GRAY.  I  have  to  get  back  to  the  university  the  1st  of  Febru- 
ary, and  I  dare  say  it  will  be  ready  for  distribution  by  that  time. 

The  VOICE.  The  model  bill  itself? 

Prof.  GRAY.  The  sections  of  the  model  bill  have  not  been  approved 
by  the  managing  committee.  We  have  virtually  drafted  those.  You 
will  find  them  on  your  desk  when  you  get  home. 

Mr.  ELMQUIST,  of  California,  Will  that  cover  all  of  the  States  ? 

Prof.  GRAY.  We  hope  to  embody  what  appears  to  our  managing 
committee  to  be  the  best  things  that  have  been  done  in  all  the  States. 
We  have  undertaken  one  or  two  minor  things,  and  we  have  been  im- 
pressed more  than  we  ever  were  before  by  the  deep-seated  feeling  of 
what  is  known  as  home  rule  in  the  States,  which  is  crystallized  in 
California  and  some  other  States,  that  these  matters  should  be  left 
to  local  administrative  bodies.  Now,  we  are  hopeful  that  we  can  add 
something  to  the  very  excellent  work  that  Messrs.  Eshleman  and 
Thelen  have  done  en  the  very  complex  situation  in  California.  We 
have  sent  an  expert  there  to  report  on  that  situation,  and  we  have 
also  had  a  very  exhaustive  expert  report  on  the  method  of  calculation 
of  a  sliding  scale  for  gas  in  England,  and  I  trust  we  will  turn  out 
something  there  more  complete  than  has  ever  been  done  before. 

The  PRESIDENT.  I  am  sure  that  Prof.  Gray's  very  brief  description 
of  his  work  is  worth  very  much  more  than  a  long  written  communi- 
cation, and  that  we  will  all  profit  very  much  by  it,  and  we  will  interest 
ourselves  in  his  work  to  that  degree. 

The  special  order  of  business  now  before  the  convention  is  the  elec- 
tion of  officers  for  the  ensuing  year. 

Mr.  FINN,  of  Kentucky.  I  shall  place  in  nomination  for  the  office 
of  president  of  this  association  a  gentleman  whose  capabilities  as 
State  railway  commissioner  for  the  State  of  Ohio  have  been  appre- 
ciated, as  evidenced  by  the  fact  that  for  six  and  a  half  years'  he  has 
performed  the  duties  of  that  office  with  satisfaction  to  his  people  and 
credit  to  himself.  His  work  as  a  member  of  the  National  Associa- 
tion of  Railway  Commissioners  has  been  characterized  by  diligence, 
efficiency,  and  earnestness.  His  is  not  a  name,  however,  the  initials 
of  which  are  susceptible  of  transformation  without  doing  him  a  vio- 
lent injustice.  "  O.  P.  G."  are  his  initials,  and  it  would  be  more  than 
a  pity  if  perchance  by  mistake  his  initials  were  written  "  G.  O.  P." 
I  nominate  Mr.  O.  P.  Gothlin,  of  Ohio,  for  the  office  of  president  of 
this  association. 

Mr.  GLASGOW,  of  Michigan.  The  Michigan  commission  having  been 
brought  into  contact  with  the  Ohio  commission  for  some  considerable 
extent  I  know  that  I  voice  the  sentiment  of  my  colleagues  in  heartily 
indorsing  the  nomination  of  Mr.  Gothlin  for  president. 
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Mr.  BURR,  of  Florida.  I  move  that  the  nominations  be  closed  and 
that  the  secretary  of  the  convention  be  instructed  to  cast  the  ballot  of 
this  association  for  Mr.  O.  P.  Gothlin  for  the  office  of  president. 

The  motion  was  carried. 

The  PRESIDENT.  The  secretary  has  complied  with  the  instruction. 
The  Chair  will  now  declare  that  Mr.  Gothlin  is  chosen  the  president 
for  the  coming  year. 

Mr.  GOTHLIN,  of  Ohio.  I  just  wish  to  express. my  deep  and  sincere 
appreciation  of  the  honor  that  has  been  conferred  upon  me,  and  the 
confidence  that  has  been  reposed  in  me,  and  I  only  hope  that  I  shall 
be  able  to  in  every  way  do  that  which  will  in  some  measure  merit  the 
great  honor  and  confidence  that  you  have  shown  me.  In  so  far  as 
my  ability  goes,  I  shall  endeavor  to  discharge  the  duties  of  my  high 
office  in  a  way  that  will  in  some  measure  keep  in  line  with  what  has 
been  done  by  my  able  predecessor,  and  if  I  fail,  it  will  be  the  lack  of 
ability  and  not  the  lack  of  effort. 

The  PRESIDENT.  The  next  in  order  is  the  placing  in  nomination  of 
a  candidate  for  the  office  of  first  vice  president. 

Mr.  WOOD,  of  Indiana.  I  desire  to  place  in  nomination  for  that 
office  Mr.  Laurence  B.  Finn,  of  Kentucky,  chairman  of  the  railroad 
commission  of  Kentucky.  If  time  permitted,  those  of  us  who  have 
been  associated  with  Mr.  Finn  on  the  executive  committee  of  this 
association,  each  one  of  us  could  give  a  long  account  of  his  efficiency, 
his  usefulness,  and  his  ability.  He  has  presided  over  that  committee 
in  such  manner  as  makes  us  understand  very  well  that  his  duties  as 
first  vice  president  of  this  association  would  be  well  performed.  He 
merits  the  office,  and  I  know  of  no  one,  Mr.  President,  among  all  the 
commissioners,  who  could  perform  its  duties  better,  and  I  place  him 
in  nomination,  and  trust  he  will  be  elected. 

Mr.  HENSHAW,  of  Oklahoma.  I  arise  to  place  in  nomination  the 
name  of  a  gentleman  with  whom  I  have  worked  during  the  past  two 
years,  at  least,  in  some  of  the  most  important  matters  that  present 
themselves  to  regulative  bodies.  I  mean  Mr.  Clifford  Thorne,  of 
Iowa.  We  were  very  much  interested  in  the  Federal  court  decisions, 
and  he  was  selected  by  the  States  west  of  the  Mississippi  Kiver,  and 
participated  in  the  presentation  of  a  brief  to  the  Supreme  Court  con- 
sisting of  400  printed  pages,  and  all  those  who  have  read  that  must 
appreciate  the  ability  of  the  gentleman  who  superintended  the  work. 
When  the  western  classification  case  came  up,  Mr.  Thorne  took  the 
lead  in  the  work  on  that  important  matter.  In  the  selection  of  the 
officers  of  this  association  at  this  particular  time  we  need  men  *who 
will  push  the  work  thoroughly.  Mr.  Thome's  work  in  the  Western 
States  and  the  western  rate  advance  cases  at  Chicago  commends  him 
to  the  public.  His  report  to  this  commission  on  the  physical  valua- 
tions, with  the  research  that  was  made,  pointing  to  every  authority 
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on  the  subject,  shows  to  us  what  he  will  do  should  he  become  the  vice 
president  of  this  association.  I  therefore  nominate  Clifford  Thorne, 
of  the  Iowa  commission,  for  the  office  of  first  vice  president  of  this 
association. 

The  PRESIDENT.  Mr.  Commissioner  Thorne,  of  Iowa,  is  placed  in 
nomination,  and  also  Mr.  Commissioner  Finn,  of  Kentucky.  The 
Chair  will  appoint  Mr.  Burr  and  Mr.  Henshaw  tellers,  and  will  ask 
the  gentlemen  to  kindly  prepare  their  ballots,  and,  further,  the  Chair 
would  call  attention  to  the  fact  at  this  time  that  it  is  only  active 
members  that  have  the  right  to  vote,  and  will,  of  course,  expect  that 
the  vote  will  be  confined  to  such. 

Mr.  THELEN,  of  California.  May  I  make  a  suggestion  that  possibly 
there  might  be  other  contests — I  don't  know  anything  about  the  slate 
[laughter] — as  to  the  other  offices,  but  if  there  is  a  possibility  of  that 
kind  we  might  save  time  by  going  down  the  list  and  voting  on  all  the 
contested  offices  at  the  same  time. 

The  PRESIDENT.  I  think,  Mr.  Thelen,  the  experience  of  the  mem- 
bers of  this  association  has  taught  them  that  slates  are  useless  in- 
struments of  procedure.  I  do  not  l^elieve  there  is  any. 

Mr.  BURR,  of  Florida.  I  suggest  that  the  secretary  read  from  the 
constitution  the  provision  relating  to  those  who  are  entitled  to  vote. 

The  PRESIDENT.  The  secretary  will  please  indicate  the  members 
who  are  entitled  to  vote.  That  does  not  mean,  however,  that  your 
names  will  tie  read,  but  we  depend  upon  the  members  confining 
themselves  to  their  rights.  The  secretary  will  now  read  the  pro- 
vision of  the  constitution  which  indicates  the  active  members.  They 
are  the  only  ones  who  have  the  right  to  vote. 

(The  secretary  thereupon  read  aloud  the  section  of  the  constitu- 
tion above  referred  to.) 

Mr.  HARLOWE,  of  Wisconsin.  I  arise  to  inquire  as  to  whether  this 
is  an  individual  vote  or  the  vote  of  the  States  ? 

The  PRESIDENT.  The  constitution  provides  that  the  members  pres- 
ent shall  vote  personally. 

The  tellers  which  have  been  appointed,  Commissioners  Ilensha 
and  Burr,  will  pass  around  among  the  members,  and  each  person 
will  prepare  his  own  ballot  and  drop  it  in  the  hat.  The  tellers  will 
have  paper  with  them,  if  there  are  any  who  are  not  supplied. 

Mr.  THORNE,  of  Iowa.  I  can  save  lots  of  very  valuable  time, 
I  withdraw  my  name.  I  move  that  the  ballot  of  the  association  be 
cast  for  Mr.  Finn  for  the  office  of  first  vice  president. 

Mr.  DECKER,  of  New  York.  I  move  that  Commissioner  Thome's 
withdrawal  be  accepted,  and  that  Mr.  Finn  be  declared  elected  first 
vice  president  by  the  casting  of  one  ballot  by  the  secretary. 
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The  PRESIDENT.  It  is  moved  and  seconded  that  the  secretary  of  the 
association  be  instructed  to  cast  the  ballot  of  this  association  for 
Commissioner  Finn  for  the  office  of  first  vice  president. 

The  motion  was  carried. 

The  PRESIDENT.  The  ballot  having  been  cast,  as  directed  by  the 
convention,  by  the  secretary  for  Mr.  Finn,  the  president  now  de- 
clares that  Mr.  Finn,  of  Kentucky,  is  duly  elected  first  vice  president 
for  the  ensuing  year. 

The  next  office  to  be  filled  is  that  of  second  vice  president. 

Mr.  DECKER,  of  New  York.  Mr.  President,  I  desire  to  put  in  nomi- 
nation for  the  office  of  second  vice  president  for  the  ensuing  year  one 
whom  we  have  all  known  with  affection  for  many  years  in  this 
association — an  old  member — the  chairman  of  the  corporation  com- 
mission of  Virginia,  the  Hon.  Robert  R.  Prentis.  We  know  his 
qualifications.  He  has  been  with  us  on  the  executive  committee 
for  a  number  of  years;  he  has  worked  for  the  true  interests  of  the 
association,  giving  his  own  time;  his  counsel  has  been  wise,  and 
his  work  has  always  been  well  done.  I  think  we  owe  it  to  our 
older  members,  who  have  worked  with  us  acceptably,  to  advance 
them  to  these  positions  of  trust.  Now,  we  have  started  in,  without 
a  rule,  with  the  custom  of  advancing  our  vice  presidents  wherever 
practicable  to  the  presidency,  and  so  I  bespeak  for  Judge  Prentis 
your  votes  for  the  office  of  second  vice  president  of  this  association. 

Mr.  BURR,  of  Florida.  I  have  arisen  to  second  the  nomination  of 
each  of  the  gentlemen  so  far.  I  do  not  want  the  members  of  this 
association  to  think  it  is  a  habit,  but  I  can  not  help  it;  they  are  all 
friends  of  mine,  and  I  take  great  pleasure  in  indorsing  what  Com- 
missioner Decker  has  stated  with  reference  to  Judge  Prentis,  and  to 
add  that  I  regard  him  as  one  of  the  ablest  lawyers  in  the  membership 
of  this  association,  and  believe  that  the  association  would  make  no 
mistake  in  selecting  him  as  second  vice  president. 

Mr.  HARLOWE,  of  Wisconsin.  You  have  chosen  a  president  in  the 
territory  of  the  official  classification.  You  have  chosen  a  vice  presi- 
dent in  the  territory  of  the  southern  classification.  Now,  it  seems  to 
me  that  we  ought  to  have  some  one  representing  the  western  classi- 
fication territory,  and  one  that  is  west  of  the  Mississippi  River. 
You  have  the  territory  north  and  south  of  the  Ohio  River,  but  the 
far  West  is  not  represented.  For  that  reason  I  place  in  nomination 
the  name  of  Mr.  Clifford  Thorne,  of  Iowa. 

The  PRESIDENT.  If  there  are  no  other  nominations,  the  Chair  will 
declare  the  nominations  closed,  and  the  gentlemen  of  the  conven- 
tion entitled  will  proceed  to  prepare  their  ballots,  and  I  think  it 
perhaps  the  better  way  that  they  come  forward  and  place  their  bal- 
lots in  the  hat.  There  are  plenty  of  blank  slips. 
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The  casting  of  the  ballots  thereupon  proceeded. 

The  SECRETARY  (after  the  count  of  the  ballot).  The  vote  is  24 
for  Mr.  Thorne  and  23  for  Mr.  Prentis. 

Mr.  WINGFIELD,  of  Virginia.  I  move  to  make  the  nomination  of 
Mr.  Thorne  unanimous. 

The  motion  was  carried. 

The  PRESIDENT.  The  motion  prevails,  and  Mr.  Thorne  is  declared 
elected  for  the  ensuing  year  to  the  office  of  second  vice  president. 

Mr.  ELMQUIST,  of  Minnesota.  I  desire  to  place  in  nomination  the 
name  of  Mr.  W.  H.  Connolly,  and  for  assistant  secretary  Mr.  Wil- 
liam Kilpatrick. 

Mr.  CONNOLLY.  I  had  earnestly  hoped  that  the  association  would 
select  some  other  secretary  rather  than  myself.  It  seems  to  me 
that  if  there  is  anything  in  this  position  of  secretary  it  might  be 
passed  around,  and  give  some  of  the  other  members  of  our  asso- 
ciation a  show,  and  I  should  be  glad,  indeed,  to  see  the  association 
elect  some  other  member  rather  than  myself. 

Mr.  WHITNEY,  of  New  York.  I  move  that  the  nominations  be 
closed,  and  that  the  chairman  cast  one  ballot  for  the  secretary  and 
assistant  secretary  of  the  convention. 

The  motion  was  carried. 

The  PRESIDENT.  The  motion  prevails,  and  I  am  very  glad  to  c 
the  ballot  of  this  association  for  the  two  gentlemen  named,  Mr. 
Connolly  and  Mr.  Kilpatrick,  to  succeed  themselves  in  their  present 
offices,  and  declare  them  both  duly  elected. 

The  next  order  of  business  is  the  special  order,  taking  up  the  report 
of  the  committee  on  railroad  taxes  and  plans,  for  ascertaining  fair 
valuation  of  railroad  property. 

Mr.  THORNE,  of  Iowa.  I  consumed  considerable  time  of  the  asso- 
ciation in  the  original  presentation  of  my  report,  and  I  do  not  think 
I  should  be  called  upon  for  further  service  along  that  line.  If  there 
are  any  questions  or  comments  of  the  members,  I  should  be  very  glad 
to  answer  them. 

Mr.  THELEN,  of  California.  I  think  that  the  subject  matter  of  th 
paper  is  one  of  the  most  important  that  can  come  before  this  conv 
tion.     I  think  there  is  no  subject  which  is  causing  more  worry  in  t' 
minds  of  commissioners  over  this  country  than  the  basis  to  be  used  i 
fixing  rates,  particularly  railroad  rates.    We  have  had  quite  a  num 
ber  of  theories  advanced  and  quite  a  number  of  bases  suggested.    T 
Supreme  Court,  in  the  Ames  case,  has  suggested  several  of  them  an 
lumped  them  together  without  telling  us  what  weight  should 
given  to  each  of  the  bases  suggested.    There  is  the  basis  of  the  origin 
cost  of  the  property;  the  basis  of  the  cost  of  replacement  or  repro- 
duction ;  then  there  is  the  matter  of  stocks  and  bonds ;  there  is  going 
concern  value  and  other  values.    Now,  this  report  is  directed  towa 
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one  of  those  bases ;  that  is,  the  physical  value  of  the  property.  I  am 
only  going  to  say  a  few  words.  What  I  want  to  say  is  more  by  way 
of  warning  than  by  way  of  adding  anything  of  affirmative  value  to 
that  paper. 

We  of  California  are  engaged  at  present  in  making  a  valuation 
of  all  the  steam  railroads  of  the  State.  We  have  a  large  engineering 
force  engaged  in  that  work,  and  as  soon  as  that  work  is  completed 
we  shall  be  engaged  upon  the  valuation  of  the  electric  railroads  next, 
but  in  doing  that  I  think  we  fully  appreciate  the  dangers  that  are 
connected  with  using  physical  valuation  alone  as  a  basis  for  rate 
fixing.  It  is  a  theory  of  Mr.  Eshleman  and  myself,  and  it  finds  ex- 
pression in  what  we  consider  to  be  a  very  able  letter  which  appears 
in  this  report  and  which  was  written  by  Mr.  Meyers,  one  of  the 
statisticians  of  the  Interstate  Commerce  Commission,  that  if  we  could 
do  it,  the  proper  basis  for  fixing  rates  is  to  find  the  amount  of  money 
that  has  been  invested  in  the  property — wisely  invested  in  the  prop- 
erty, as  Mr.  Eshleman  suggests — and  on  the  theory  that  a  public 
utility  is  an  agent  of  the  public,  and  that,  being  an  agent  of  the 
public,  it  is  entitled  to  be  reimbursed  to  the  extent  of  whatever  it 
has  expended  for  the  public  and  for  its  service,  but  that  it  is  not 
entitled  to  make  money  out  of  that  relation.  Now,  if  that  theory  is 
correct,  then,  if  we  could  find  the  amount  of  money  that  has  been 
put  into  the  railroads  by  these  corporations,  we  would  have  a  basis 
fairly  accurate  on  which  to  fix  rates,  but,  unfortunately,  with  the  ex- 
ception of  the  very  latest  of  the  railroads  of  the  country,  it  is  impos- 
sible to  get  at  the  original  cost  data,  and  in  the  absence  of  the  original 
cost  data  we  have  to  take  such  other  data  as  we  can  find  which  may 
have  some  relation  to  the  subject,  and  it  is  in  that  connection  and  in 
that  connection  only  that  the  California  commission  has  given  weight 
to  physical  value. 

Now,  I  think  it  has  occurred  to  all  who  have  given  thought  to  this 
question  that  if  the  rates  are  fixed  on  the.  basis  of  present  physical 
value  of  the  utilities,  while  this  scheme  may  work  well  enough  as  to 
utilities  which  have  but  little  real  estate,  such  as  gas  and  water  com- 
panies, and  with  but  little  unearned  increment,  that  if  this  scheme  is 
applied  to  the  railroads  of  the  country  the  result  will  be  that — par- 
ticularly in  the  eastern  section  of  the  country — that  the  entire  scale 
will  go  up  and  not  down,  for  the  reason  that  there  is  such  a  tremen- 
dous appreciation  in  the  value  of  the  property  that  if  we  take,  for 
instance,  the  Pennsylvania  Railroad  system  we  will  find  the  value 
going  up,  up,  up  all  the  time,  so  that  if  the  Pennsylvania  Railroad 
to-day  were  to  have  its  rates  fixed  on  the  basis  of  the  present  value 
of  its  property  I  have  no  doubt  that  the  rates,  instead  of  going  down, 
would  steadily  go  up.  Now,  I  am  fearful,  Mr.  Chairman,  that  our 
courts  may  take  the  analogy  of  the  valuation  of  other  utilities  where 
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the  value  of  real  estate  is  but  little  and  apply  that  to  our  railroads, 
and  I  think  there  is  nothing  that  our  railroads  would  rather  have 
than  to  have  this  supposedly  proper  and  popular  doctrine  of  physical 
valuation  of  the  railroad  property  to  gain  ground,  so  that  the  courts 
would  fix  the  rates  on  that  basis,  and  the  rates  would  go  up,  up,  up 
all  the  time. 

In  California  we  are  fortunate  in  being  able  to  get  the  original 
cost  of  the  Western  Pacific  Railway,  and  of  some  of  the  newer 
railroads,  and,  of  course,  there  we  can  use  that  basis,  but  as  to  the 
Southern  Pacific  and  some  of  the  other  railroads,  while  we  are 
ascertaining  their  physical  value,  I  think  we  shall  try  to  bear  in 
mind  all  the  time  that  that  test  used  by  itself  is  an  extremely  dan- 
gerous test.  Of  course,  there  is  great  disagreement  as  to  the  dif- 
ferent elements  that  enter  into  physical  valuation — contingencies, 
engineering  fees,  attorneys'  fees,  the  value  of  real  estate,  and  all 
those  matters.  Those  matters  ultimately  will  be  settled,  although 
at  present  it  seems  that  the  matter  is  in  almost  inextricable  con- 
fusion, but  the  matter  of  settling  those  details  I  do  not  consider 
to  be  as  important  as  the  question  of  what  basis  the  courts  are  going 
to  lay  down  as  the  real  basis  for  fixing  value,  and  I  only  hope  that 
throughout  this  country  such  thought  may  be  given  to  the  matter 
that  our  courts  will  be  influenced  by  it,  and  that  when  the  Supreme 
Court  of  the  United  States  comes  to  lay  down  the  real  basis  for 
fixing  the  rates  of  railroads,  that  they  shall  not  say  the  one  thing  and 
the  only  thing  is  the  physical  value,  because  if  they  do,  a  good  many  of 
the  commissions  of  the  country  might  just  as  well  go  out  of  business, 
in  so  far  as  affects  the  rates  of  railroads.  As  I  have  indicated, 
we  do  not  have  the  problem  in  the  same  intensity  with  reference  to 
the  other  public  utilities,  but  as  to  the  railroads  it  is  there,  and  I 
think  we  should  not  permit  ourselves  to  run  away  with  this  theory 
to  the  extent  of  giving  to  the  courts  an  opportunity  to  fix  a  basis 
of  rate  making  which  instead  of  lightening  would  increase  the 
burdens  of  the  public. 

Mr.  MALTBIE.  I  wish,  as  a  member  of  the  committee,  first  to  express 
my  appreciation  of  the  work  that  Commissioner  Thome  has  don< 
Although  my  name  is  attached  to  the  report,  and  is  on  the  committee 
list,  I  personally  have  done  very  little,  and  the  great  credit  for  the 
report  is  certainly,  so  far  as  I  am  concerned — perhaps  the  other  mem 
bers  did  more  than  I — but  so  far  as  I  am  concerned,  the  great  credi 
belongs  to  Mr.  Thorne. 

As  I  have  said  in  the  report,  I  have  felt  very  much  the  way  Com 
missioner  Thelen  has  spoken,  and  in  all  cases  that  have  come  befo 
our  commission — and  they  have  involved  in  one  form  or  anoth 
parcels  of  property  worth  many  millions  of  dollars — in  every  c 
that  has  come  before  our  commission,  the  attempt  has  been  made 
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secure  the  investment,  so  far  as  we  could  trace  it  from  the  start,  and 
I  think  that  where  the  investment  can  be  secured — that  is,  where  the 
original  value  of  the  present  existing  property  or  the  original  cost 
of  the  present  existing  property  can  be  secured — it  is  an  important 
factor,  and  a  factor  which  ought  not  to  be  made  secondary  to  the 
valuation  of  the  property  as  it  exists  to-day. 

Now,  it  is  not  always  possible  to  secure  the  investment,  or  the 
)riginal    cost   of   the   present   property,   and   where   that   can   not 
secured,  it  must  be  omitted,  and  recourse  niust  be  had  to  other  con- 
siderations.    I  think  that  is  one  reason  why  the  courts  in  the  past 
have  attached  so  much  importance,  and  the  commissions  have  attached 
so  much  importance,  to  the  question  of  present  value;  that  is,  the 
cost  to  reproduce  new,  less  depreciation,  instead  of  putting  so  much 
weight  upon  the  investment  side  of  the  account.     If  I  remember  cor- 
rectly, the  question  of  valuation  of  property  came  up  originally  in 
the  courts,  not  in  connection  with  rate  making,  but  connected  with 
the  appraisal  of  property  for  the  purposes  of  condemnation,  and  of 
purchase  by  municipalities,  and  one  reason,  I  take  it,  why  the  repro- 
duction cost,  less  depreciation  and  other  factors,  have  come  in  is  that 
the  courts  starting  with  the  question  of  sales  value  or  condemnation 
ralue  readily  step  from  that  question  to  the  question  of  fair  value 
>f  the  property  for  rate-making  purposes  without  distinguishing, 
the  Federal  courts  have  done,  between  the  question  of  what  is 
le  fair  value  of  the  property  for  purposes  of  sale,  or  purposes  of 
Midemnation,  or  purchase  by  a  municipality  under  a  franchise,  and 
mve  confused  that — the  lower  courts  particularly — have  confused 
that  with  the  question  of  rate  making.     Of  course,  in  the  question 
rates  you  can  not  deal  with  anything  that  is  connected  with  the 
iming  power  of  the  property,  for  if  you  do  you  are  reasoning  in  a 
?ircle  or  trying  to  lift  yourself  by  your  boot  straps,  because  the  very 
juestion  is,  What  are  the  rates  that  should  be  established?  and  of 
course  the  rates  determine  the  earnings  of  the  property. 

Now,  this  subject  opens  up  so  many  matters  of  detail  that  I  hope 
this  will  be  followed  next  year  by  the  appointment  of  a  committee 
ipon  the  same  subject  to  take  up  the  specific  questions,  or  the  ap- 
jointment  of  other  committees  to  take  up  specific  questions,  because 
believe  that  in  view  of  the  fact  that  the  jurisdiction  of  the  commis- 
sions throughout  the  United  States  is  going  to  be  increased,  and  has 
sen  increased  every  winter  during  the  past  few  years,  that  the 
juestions  of  valuation  of  property,  of  rate  making,  of  fair  return 
ipon  capital,  are  going  to  become  more  important  rather  than  less 
iportant. 

As  one  phase  of  the  question  which  I  would  like  to  speak  upon  for 
few  moments,  and  I  mention  it  because  it  has  been  referred  to,  and 
believe  it  is  or  was  to  be  a  subject  for  special  consideration  at  this 
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time,  and  that  is  the  question  of  right  of  way — of  land  values,  in 
other  words.  The  courts  have  laid  down  the  rule — beginning  at 
another  point  in  the  question  entirely — the  courts  have  laid  down  the 
rule  very  clearly,  and  so  have  all  commissions,  that  the  companies  are 
entitled  in  the  rate  to  secure  a  sufficient  amount  to  provide  for  depre- 
ciation— and  I  use  that  word  in  the  broad  sense,  to  include  wear  and 
tear,  obsolescence,  inadequacy,  and  everything  of  that  sort.  They 
have  done  it  on  this  theory,  that  the  company  started  out  with  an 
investment;  that  they  are  entitled  to  secure  from  the  users  of  the 
service  which  they  render  a  sufficient  amount  to  keep  their  capital 
intact,  assuming,  of  course,  good  management,  prudent  investment, 
and  prudent  conduct  of  the  enterprise. 

Now,  of  course,  as  everyone  knows,  all  physical  property,  with  one 
or  two  exceptions,  wastes  away  and  is  subject  to  deterioration  and 
depreciation.  Consequently  in  the-  rate  which  the  company  may 
charge,  they  are  entitled  to  something  which  will  provide,  either  in 
the  way  of  replacement  of  that  property,  or  in  the  way  of  a  fund 
from  which  that  property  can  be  replaced  at  some  future  time,  or 
from  which  the  investors  can  be  reimbursed  in  case  the  company  is 
closed  up. 

Let  us  see  what  that  means,  applied  to  such  things  as  increase 
in  value,  and  the  most  important  example  is,  of  course,  land. 
The  company  starts  out  by  purchasing  a  piece  of  land.  The  city 
builds  up.  They  do  not  do  anything — I  am  now  disregarding  im- 
provements on  the  land,  of  course,  entirely,  just  taking  the  ground 
value  itself.  That  ground  increases  in  value,  not  because  the  com- 
pany which  owns  it  has  done  anything  directly  to  contribute  to  that 
end,  but  because  the  population  has  increased,  and  because  the  city 
has  grown,  a  resultant  of  many  factors. 

Land  increases  in  value;  other  property  decreases  in  value.  To 
offset  that  decrease  there  is  added  to  the  rate  something  to  pro- 
vide against  it.  Then,  why  should  not  the  appreciation  in  the  land 
from  year  to  year,  therefore,  be  put  upon  the  other  side  of  the  ledger, 
as  a  credit,  in  the  receipts  of  the  company?  That  is  the  question  in 
a  nutshell. 

Let  us  see  whether  that  is  not  sound.  Suppose  the  principle  is 
adopted  that  is  laid  down  in  the  decisions  of  the  United  States 
courts,  that  the  company  is  entitled  to  a  fair  return  upon  the  fail 
value  of  the  property  to-day.  Unless  they  modify  the  principle  ii 
some  of  these  coming  decisions,  that  is  the  principle  that  has  beei 
laid  down  by  the  courts,  and  that  is  likely,  it  seems  to  me,  the  01 
to  be  adhered  to. 

Xow,  if  that  is  the  case,  the  company  is  entitled  to  a  return  on 
what  ?    Upon  the  present  value  of  the  land  or  upon  the  original  cc 
of  the  land  ?  Applying  that  theory,  it  is  entitled  to  a  return  upon  the 
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present  value  of  the  land;  consequently,  if  the  land  cost  $100,000, 
and  is  to-day  worth  $200,000,  they  are  entitled  to  a  return  upon 
$200,000,  and  not  upon  $100,000.  If  they  are  entitled  to  a 
return  upon  $200,000,  and  it  has  taken  10  years  to  come  from 
$100,000  to  $200,000,  there  has  been  an  average  increase  in  the 
value  of  the  land  of  $10,000  a  year ;  that  is,  the  company  has  had  an 
income  of  $10,000  a  year.  Not  a  cash  income  paid  in,  unless  they  sell 
the  property.  They  get  it  when  they  sell  the  property  in  cash,  but 
they  get  a  return  upon  it,  if  you  allow  the  company  a  return  upon 
the  fair  value  of  the  land  to-day;  so,  consequently,  that  receipt,  if 
you  may  so  call  it,  of  $10,000  a  year,  is  just  as  real  to  them  as  the 
outgo  for  depreciation,  due  to  the  decrease  in  the  value  of  the  prop- 
erty. In  a  word,  it  is  the  application  of  the  same  principle  which 
determines  that  a  company  is  entitled  to  a  certain  amount  in  rates  to 
offset  depreciation,  to  the  other  side  of  the  ledger,  where  there  is  an 
appreciation  or  profit. 

Now,  personally.  I  would  much  prefer  to  see  the  courts  adopt 
another  rule  and  pay  more  attention  to  the  investment  rather  than 
to  present  value,  but  if  the  principle  is  to  be  adopted — and  that  is 
the  premise  on  which  I  started — if  the  principle  is  to  be  adopted  of 
the  fair  value  of  the  property  to-day,  then  I  say  in  fixing  the  rates 
the  depreciation  must  be  set  upon  one  side  and  the  appreciation  must 
be  set  upon  the  other,  and  I  say  if  that  principle  is  adopted  there  will 
not  be  so  many  persons  who  will  want  to  take  advantage  of  the  pres- 
ent value  to-day,  consequently  getting  depreciation  and  saying  noth- 
ing about  appreciation. 

Mr.  THORNE,  of  Iowa.  I  think  perhaps  Mr.  Thelen,  of  California, 
did  not  quite  understand  the  purport  of  the  paper  prepared  by  the 
committee.  We  did  not  confine  it  solely  to  the  question  of  physical 
value.  We  had  interrogatories  directed  specifically  to  the  question  of 
value,  because  of  original  investment.  We  asked  specifically  what 
was  the  relative  attention  given  to  investment  and  to  physical  value. 
We  asked  what  attention  was  given  to  gifts.  We  asked  what  atten- 
tion was  given  to  intangible  value,  and  we  tried  to  cover  the  field  as 
thoroughly  as  we  could  in  our  interrogatories. 

The  question  of  the  relative  importance  to  be  given  the  different 
factors  is  tremendous  in  its  import.  There  is  one  other  phase  of  this 
matter  that  wants  to  be  considered.  It  is  this:  While  there  is  con- 
siderable disagreement  to-day,  while  the  courts  are  at  loggerheads  on 
different  phases  of  these  questions  and  the  commissions  differ,  it  is 
the  judgment  of  those  who  have  gone  through  this  investigation  that 
it  is  practicable  to  make  such  a  classification  of  data  that  it  will  pre- 
serve the  value  of  any  appraisal  made  to-day  regardless  of  what 
decisions"  the  courts  render  in  the  future.  That  is.  if  we  divide  the 
data  up  under  proper  headings  that  it  will  be  feasible  to  preserve  the 
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results  for  future  use,  no  matter  what  the  courts  may  decide.  The 
advisability  of  proceeding  immediately  to  a  thorough  and  exhaustive 
discussion  of  these  different  issues,  I  think,  must  be  apparent  to  all 
of  you  gentlemen,  and  to  my  mind  that  is  the  most  important  question 
that  you  can  consider  at  this  moment — how  is  it  practicable  for  us  to 
proceed  in  the  future  to  analyze  these  issues  and  get  the  divergent 
views  up  before  us  in  a  proper  and  effective  manner  ? 

There  is  an  engineer  out  in  California  who  goes  in  a  case  there, 
and  another  engineer  down  in  Texas,  and  another  in  Wisconsin, 
and  we  do  not  have,  in  a  lawsuit,  the  advantages  of  all  these  gentle- 
men's viewpoints,  and  their  data,  and  their  ideas.  Is  there  not  some 
way  possible  for  us  to  get  it?  I  have  here  in  my  hand  a  type- 
written copy  of  the  reports  from  the  heads  of  the  departments  of  the 
different  States  that  rendered  any  report  to  the  committee.  We 
received  answers  to  the  interrogatories  we  framed  from  every  State 
in  the  Union  that  has  made  during  recent  years  or  is  now  making  a 
valuation  of  their  railroad  properties,  with  one  single  exception, 
and  that  was  New  Jersey.  We  got  a  365-page  printed  book  about 
their  methods.  One  other  State — Oregon — has  not  completed  the 
valuation  of  all  their  railroads,  but  they  have  completed  the  valua- 
tion of  a  number  of  them,  and  through  some  misfortune  their  report 
never  reached  my  hands,  to  my  knowledge,  and  was  not  included. 
In  addition  to  these  reports  that  they  have  sent  us,  we  have  some 
monographs.  If  you  will  remember,  the  interrogatories  asked  for 
discussions  on  the  different  questions,  and  a  number  of  the  gentle- 
men in  the  engineering  departments  of  the  different  States  sent 
monographs  to  us. 

Perhaps  the  most  valuable  monograph  is  one  long  one  here  of 
over  100  pages,  showing  the  methods  and  the  results  of  the  ap- 
praisal of  over  a  hundred  million  dollars'  worth  of  equipment  in 
different  places,  and  we  think  that  this  gentleman's  research  is  very 
exhaustive.  It  is  very  unfortunate  that  I  see  no  way  of  giving  this 
a  wider  circulation  than  to  the  members  of  the  committee.  I  wish 
it  were  possible  for  me  to  place  a  copy  of  these  reports  and  these 
monographs  in  the  hands  of  every  one  of  you.  It  seems  to  me  unfor- 
tunate where  we  asked  the  chief  engineers  of  the  railroad  commis- 
sions to  spend  a  week,  or  perhaps  two  weeks,  in  studying  and  an- 
alyzing their  methods,  and  answering  30  or  40  interrogatories,  and 
sending  it  all  to  us,  that  the  only  part  we  can  give  you  is  a  brief 
digest  of  the  different  factors  involved  in  the  appraisal.  I  wish 
some  one  could  devise  a  method  whereby  these  monographs — none 
of  which  is  my  production — could  be  placed  in  the  hands  of  all  the 
members. 

A  VOICE.  We  have  been  printing  and  distributing  this  as  the  official 
data  of  the  association,  and  it  has  been  in  our  minds  to  have  the 
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different  commissions  prepare  for  us  in  full  or  in  extended  abstract 
just  such  things  as  Mr.  Thorne  mentions. 

Mr.  THORNE,  of  Iowa.  There  are  over  500  typewritten  pages. 
There  are  two  plans  in  our  reports  suggested:  First,  that  we  write 
back  to  these  people  interested  for  their  discussions  upon  those  par- 
ticular issues  upon  which  there  is  disagreement. 

The  second  is  for  the  committee  to  announce  that  it  will  make 
recommendations  at  the  end  of  the  year  as  to  rules,  not  to  be  adopted 
by  the  association  necessarily,  but  just  to  have  the  force  or  moral 
effect  of  their  recommendation.  I  should  like  to  hear  the  views  of 
some  one  else  on  that  question. 

Mr.  ESHLEMAN,  of  California.  I  do  not  like  to  have  it  appear  that 
California  has  more  than  its  share  to  say,  but  we  are  tremendously 
interested  in  these  matters.  I  feel  that  Mr.  Thelen,  Mr.  Maltbie,  and 
Mr.  Thorne  have  said  what  I  would  have  said,  and  much  better,  but 
there,  are  one  or  two  topics  these  gentlemen  have  not  covered.  I  refer 
particularly  to  the  future.  The  past  is  in  the  hands  of  the  courts. 
Now,  engineers  are  very  excellent  gentlemen.  We  could  not  get 
along  without  them  at  all,  but  even  very  good  attorneys,  or  poor 
ones  like  myself,  are  not  allowed  to  testify  in  court  as  to  what  the 
law  is. 

But  you  will  find  out  that  most  every  fallacy  that  has  found  its 
way  into  a  court  decision  concerning  valuation  is  the  result  of  the 
testimony  of  an  engineer  on  things  that  are  not  engineering  ques- 
tions. In  our  commission  we  have  the  greatest  confidence  in  our 
engineers,  but  we  try  to  limit  them  to  the  discussion  of  those  physical 
things  that  engineers  know  about. 

If  we  had  the  time  to  go  into  the  records  of  the  various  valuation 
cases — but  they  are  familiar  to  you  all — we  would  see  that  the  case 
was  put  on  the  "  bum,"  if  put  on  the  "  bum  "  at  all,  in  nine  cases  out 
jf  every  ten,  by  expert  engineering  testimony  on  things  that  are  not 
engineering.  Engineering  is  a  physical  science ;  engineering  is  some- 
thing that  should  lead  to  exact  results.  To  be  sure  there  are  lots 
of  methods  of  arriving  at  a  result  which  is  a  composite  made  up 
of  data,  but  the  engineer  should  always  be  required  in  his  testimony 
to  state  on  the  following  premises : 

And  from  my  knowledge  as  an  engineer,  from  the  facts  which  I  have  devel- 
oped from  physical  measurements  and  calculations,  I  find  the  following  to  be 
the  fact. 

In  other  words,  when  an  engineer  testifies  a  certain  thing  is  of 
value, he  testifies  to  a  mixed  question  of  fact  and  law.  Just  a  word  of 
warning.  I  think  that  we  should  try  to  see  that  the  engineering  testi- 
mony on  these  lines  is  directed  to  the  proper  engineering  aspect  of 
the  question.  An  engineer  is  not  competent  to  determine  whether  the 
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valuation  shall  control  or  the  cost  of  reproduction  or  any  other  theory. 
An  engineer  ought  to  be  able  to  go  out  and  find  out  how  much  it 
would  cost  to  reproduce  property,  but  that  is  merely  one  of  the  ele- 
ments of  it. 

I  want  to  say  just  a  word  about  that  in  a  moment.  That  is  merely 
one  of  the  elements  which  should  lead  up  to  a  conclusion  as  to  what 
is  the  fair  value  of  property  used  and  necessary  in  the  public  service, 
which  is  the  ultimate  fact  to  be  found ;  but  it  rests  solely  in  the  dis- 
cretion of  the  commission,  or  should  rest  solely  in  the  discretion  of 
some  one  else  than  the  engineer. 

A  value  is  either  subjective  or  objective,  dependent  upon  the  way 
you  look  at  it.  Value  has  never  been  defined  ultimately,  and  in  rate- 
fixing  cases  it  can  not  be  defined  in  the  ordinary  sense  of  value. 
Value  means  one  thing  to  one  man  and  another  thing  to  another. 
It  means  one  thing  to  one  man  at  one  time  and  another  thing  to 
the  same  man  at  another  time.  In  other  words,  value  depends  upon 
the  point  of  view.  If  I  take  the  Socialistic  point  of  view,  the  value 
of  any  commodity  is  merely  that  which  costs  to  produce  it.  That 
is  one  view,  and  that  is  just  as  good  a  definition,  as  far  as  the  grounds 
for  defining  it  are  concerned,  as  the  very  opposite  definition  of  value, 
which  means  what  you  can  sell  it  for  in  the  market. 

The  sooner  we  learn  that  these  abstract  economic  questions  of 
value  must  be  absolutely  left  out  of  consideration  by  rate-fixing 
bodies  in  fixing  rates  on  public  utilities  of  all  sorts,  just  so  soon 
will  we  make  some  advance  in  regulation.  I  was  very  much  im- 
pressed, as  Mr.  Thelen  has  suggested,  by  the  very  good  letter  from 
Statistician  Meyers,  of  the  Interstate  Commerce  Commission,  as  to 
the  value  that  the  court  refers  to  in  the  Ames  case. 

I  do  not  have  the  fear  of  the  Wilcox  case  that  you  do,  Mr.  Maltbie, 
if  we  will  all,  in  our  presentation  of  these  matters  to  the  courts  and  in 
holding  our  engineers  down,  keep  in  view  what  I  am  going  now 
to  suggest.  The  Wilcox  case  said  the  present  value  was  of  course 
to  be  considered,  but  it  does  not  say  what  it  means  by  value.  Of 
course,  it  should  be  the  present  value  if  we  are  going  to  consider 
value  at  all.  But  you  remember  there  has  always  been  the  "  fair 
value  of  the  property  used  and  useful,"  sometimes  they  say,  "  and 
devoted  to  the  public  service." 

Let  us  take  a  utility  of  any  sort  about  to  begin  operation.  What 
has  this  utility  a  right  to  demand  from  the  public,  and  what  has  the 
public  a  right  to  demand  from  this  utility?  If  we  can  present  this 
question  squarely  to  the  courts  and  educate  them  in  this  regard— 
because  they  are  as  much  in  need  of  education  as  we  are — we  will 
see  that  the  only  thing  this  utility  can  demand  is  that  it  is  going 
to  get  all  of  its  money  back  ultimately  which  it  puts  into  the  busi- 
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ness,  and  that  it  is  going  to  get  a  reasonable  return  on  it  while  it  is 
in  the  business. 

Starting  with  this  utility  that  invests  a  certain  amount  of  money 
in  a  property,  we  must  realize  that  the  same  rules  which  apply  to 
other  property  can  not  in  the  very  nature  of  things  apply  to  a 
public  utility,  because  if  the  same  rules  apply  we  have  no  right 
legally  to  regulate.  In  other  words,  it  is  the  special  character  of 
public  use  which  is  impressed  upon  this  property  which  gives  us 
any  authority  at  all.  This  is  the  basis  of  all  regulation,  namely, 
that  public  utility  property  is  held  by  a  different  tenure  than  other 
property,  regardless  of  the  fact  that  our  railroad  and  utility  friends 
and  our  courts  say  it  is  private  property.  It  is  in  effect  private 
property,  as  Mr.  Meyers  has  said,  of  an  agent  controlling  private 
property  of  his  principal. 

In  other  words,  take  our  utility  and  forget  the  ordinary  rule  of 
value  and  the  return  that  we  -have  heard  about  all  our  lives.  A 
man  puts  $100,000  into  a  utility.  So  far  as  applicable  the  same  con- 
ditions should  surround  this  investment  as  though  he  had  put  the 
money  into  a  bank,  provided  he  wisely  invests  it.  This  has  been 
held  by  the  Supreme  Court  of  the  United  States.  The  man  has 
placed  his  money  in  a  utility  and,  as  I  have  said,  he  should  know 
ultimately  he  will  get  it  out  and  that  during  the  time  it  is  devoted 
to  the  public  use  he  is  going  to  get  a  reasonable  return  thereon. 

These  engineers,  for  whom  I  have  the  greatest  respect  and  who 
must  help  us  in  this  matter,  when  they  try  to  get  the  reproduction 
value  take  many  elements  of  original  cost.  Upon  what  theory,  I 
ask,  do  they  figure  out  a  going-concern  value  ?  Well,  the  best  theory 
that  I  know,  and  the  theory  which  was  admitted  on  the  stand  before 
our  commission  a  short  time  ago  by  one  of  the  best  engineers  in 
California,  representing  a  utility,  is  as  follows:  When  a  man  with 
money  starts  into  the  public  utility  business  he  must  know — and  wise 
foresight  will  cause  him  to  know — that  he  must  have  this  money 
idle  for  a  while.  It  takes  some  time  to  develop  the  property.  If 
he  has  another  investment  available  from  which  he  may  get  his 
earnings  right  away,  he  will  always  put  his  money  into  such  invest- 
ment if  he  knows  that  the  money  put  into  a  public  utility  investment, 
which  is  available,  will  be  prevented  from  earning  during  the  time 
it  takes  under  a  prudent  management  to  put  the  public  utility  busi- 
ness into  operation.  It  is  my  view  that  during  that  development 
period  he  should  be  in  a  position  to  understand  that  as  a  part  of 
the  cost  of  producing  this  utility  business  he  shall  have  a  right  to 
a  return  upon  this  idle  money  which  shall  be  either  amortized  or 
written  into  capital. 

I  see  Mr.  Maltbie  shaking  his  head. 
71466—13 13 
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Mr.  MALTBIE.  You  can  not  capitalize  on  unearned  dividends. 

Mr.  ESHLEMAX.  Amortize,  then.  But  your  public-utility  man 
has  a  right  absolutely  in  justice  to  know,  if  we  are  going  to  base  our 
theories  of  regulation  on  investment,  that  as  a  part  of  his  investment 
he  will  be  able  in  some  way  to  get  a  return  upon  the  idle  capital 
which  is  absolutely  and  necessarily  idle  during  the  building  of  the 
system  and  during  the  necessarily  idle  years  of  a  wisely  conceived 
utility. 

I  call  your  attention  to  the  inconsistency  of  the  engineers  putting 
up  what  they  call  the  reproduction  value  or  the  present  value  or  the 
cost  to  reproduce.  Now,  the  value  may  have  in  it  these  elements  of 
original  cost,  such  as  development,  expense,  and  multiple  on  land 
values,  if  investment  is  the  proper  basis  for  rate  making,  but  we  can 
readily  see  the  fallacy  of  including  these  elements  of  original  cost  in 
a  reproduction  value. 

Mr.  Thelen  and  Mr.  Maltbie  both  have  demonstrated  wherein  this 
fallacy  lies,  and  if  the  courts  finally  take  the  view  that  Mr.  Maltbie 
thinks  they  will  from  the  Wilcox  case,  and  we  must  give  the  utilities 
unearned  increment,  certainly  we  will  resort  to  the  only  scheme 
where,  under  these  circumstances,  we  can  have  any  kind  of  adequate 
regulation;  and,  as  Mr.  Maltbie  advises,  if  we  must  let  them  write 
off  their  losses  through  depreciation,  we  must  set  over  against  these 
losses  their  gains  through  appreciation.  But  I  believe  the  courts,  if 
this  matter  is  wisely  presented,  will  come  to  see  that  the  rules  of 
value  of  either  the  socialist  or  the  capitalist — and  I  am  neither 
[laughter] — have  no  application  to  discussions  such  as  this,  and  in 
the  cases  which  come  before  them  they  will  see  that  the  investment 
in  the  property,  the  amount  of  money  which  has  been  wisely  ex- 
pended in  the  production  of  the  property,  is  the  thing  to  be  deter- 
mined; and  the  only  reason,  I  take  it,  why  Mr.  Thelen  says  physical 
valuation  is  good  evidence  as  to  what  the  investment  has  been  is 
because  ordinarily  better  evidence  is  not  available.  It  is  secondary 
evidence;  it  is  not  primary  evidence,  and  very  often  it  is  all  we 
can  resort  to. 

The  commissions  have  it  in  their  power,  practically,  to  prevent 
court  contest  and  allow  these  questions  of  value  to  be  determined  in 
their  discretion,  if  they  do  as  we  try  to  do  in  California,  make  all 
their  orders  so  fair  that  the  utilities  do  not  desire  to  contest  them, 
and  then  sew  them  up  so  tight  that  they  can  not.  I  say  lead  the  courts 
to  see  that  the  public  utility  does  not  own  its  property  in  that  sense 
of  private  ownership  that  the  private  individual  does,  and  then  it 
will  be  plain  that  there  is  no  injustice  in  limiting  them  to  their 
investment  wisely  made  and  prevent  them  from  taking  advantage  of 
the  unearned  increment. 
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The  permit  which  the  public  gives  to  the  utility  to  do  business,  in 
the  cases  of  natural  monopolies  at  least,  is  very  valuable.  Likewise, 
land  is  often  given  to  railroads  particularly  which  grows  to  be  very 
valuable.  Should  this  generosity  of  the  public  be  capitalized?  We 
had  a  case  in  California  involving  a  25-mile  branch  of  the  Southern 
Pacific — from  San  Pedro  to  Los  Angeles — and  some  of  my  railroad 
friends  from  the  West  who  are  here  will  recognize  the  case,  wherein 
we  attempted  to  fix  rates.  The  railroad  put  in  a  valuation.  The 
history  of  that  branch  was  that  at  one  time  it  was  owned  by  an 
independent  road  and  constructed  for  practically  a  small  amount. 
Thereafter  the  city  of  Los  Angeles  issued  bonds  and  bought  it,  and 
then  gave  it  to  the  Southern  Pacific,  or  its  predecessor  in  interest. 
At  any  rate  it  was  admitted  that  it  never  cost  the  Southern  Pacific 
anything.  This  25  miles  of  road,  by  reason  of  expensive  terminals, 
was  valued  at,  approximately,  $15,000,000.  This  indicates  the  situa- 
tion. If  the  present  value,  as  value  is  understood  in  private  enter- 
prises, is  to  be  considered  and  not  investment,  then  all  unearned 
increment  must  be  used  as  the  basis  for  making  rates,  and  as  the 
population  increases  the  rates  will  probably  also  increase. 

I  contend  that  if  the  courts  take  the  view  that  the  same  rule  of 
property  shall  apply  to  this  property  which  is  impressed  with  a 
public  use — and  I  do  not  think  they  can — the  rest  of  us — that  is, 
those  of  us  who  are  trying  to  regulate  public  utilities — had  better 
resign  and  go  into  some  business  where  we  can  do  some  good. 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  In  order 
that  there  may  be  no  misunderstanding,  and  that  I  may  not  be  held 
accountable  for  something  of  which  I  had  no  knowledge,  I  simply 
wish  to  suggest  that  my  name  is  Meyer,  and  that  the  statistician  of 
the  Interstate  Commerce  Commission  has  a  name  very  much  like 
mine,  his  being  W.  J.  Meyers.  I  presume  this  letter,  which  appar- 
ently is  a  very  excellent  letter,  was  written  by  Statistician  Meyers, 
and  not  by  Commissioner  Meyer.  [Laughter.] 

Mr.  HENSHAW,  of  Oklahoma.  I  move  that  we  adjourn  and  continue 
this  discussion  to-morrow  morning. 

The  motion  was  carried,  and  at  5.15  o'clock  p.  m.  the  convention 
adjourned  until  November  21,  1912,  at  10  o'clock  a.  m. 
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WASHINGTON,  D.  C.,  Thursday,  November  21, 
The  convention  met  at  10  o'clock  a.  m.,  pursuant  to  adjournment 

of  yesterday,  President  Charles  F.  Staples  presiding. 
The  PRESIDENT.  The  first  matter  that  will  be  taken  up  will  be 

the  report  of  the  executive  committee. 

REPORT  OF  EXECUTIVE  COMMITTEE. 

Mr.  FINN,  of  Kentucky.  By  reference  to  page  25  of  the  first  day's 
proceedings  it  will  be  found  that  the  report  of  the  executive  com- 
mittee was  adopted  subject  to  such  modifications  as  may  appear  wise 
by  the  executive  committee  in  view  of  the  recommendations  made 
in  the  president's  address,  and  that  a  supplementary  report  from 
the  executive  committee  indicating  modifications  may  be  submitted 
in  case  the  executive  committee  so  desires. 

On  pages  23,  24,  and  25  of  the  first  day's  proceedings  will  be  found 
the  report  of  the  executive  committee. 

In  view  of  modifications  subsequently  made,  I  move  that  the 
report  of  the  executive  committee  be  considered  by  sections  and  each 
section  voted  on. 

The  PRESIDENT.  The  Chair  will  assume  to  control  that  question 
in  this  way:  Unless  objections  are  offered  to  any  section  which  is 
read,  it  will  be  considered  as  passed;  and  if  objections  are  raised 
to  any  section,  it  will  be  considered  by  itself,  and  then  the  report 
adopted  as  a  whole. 

Mr.  FINN,  of  Kentucky.  For  the  benefit  of  the  members  of  the 
association  I  will  state  that  these  resolutions  relate  mostly  to  the 
amendment  of  the  constitution  of  the  National  Association  of  Rail- 
way Commissioners,  which  constitution  is  found  on  page  247  of  the 
Twenty-second  Annual  Report  of  the  National  Convention  of  Rail- 
way Commissioners,  adopted  November  17,  1910. 

The  first  recommendation  made  by  the  executive  committee,  to  be 
found  on  page  23  of  the  first  day's  proceedings,  is  as  follows : 

Resolved,  That  section  1  of  the  constitution  of  the  National  Association  of 
Railway  Commissioners,  adopted  November  17,  3910,  appearing  on  page  247 
of  the  proceedings  of  the  twenty-second  annual  convention  of  said  association, 
be  amended  so  that  said  section,  as  amended,  shall  read  as  follows: 

191 


192          NATIONAL   ASSOCIATION    OF    RAILWAY    COMMISSIONERS. 

"ARTICLE  I. — NAME. 

"The  name  of  this  association  shall  be  the  National  Association  of  Railway 
Commissioners,  and  its  object  the  discussion  of  subjects  pertaining  to  the 
operation  and  supervision  of  railway  companies  and  other  public-service  cor- 
porations." 

The  PRESIDENT.  The  idea  is  that  if  any  body  has  anything  to  say 
on  any  point  they  will  please  take  it  up  as  we  proceed,  in  order  that 
we  will  not  have  to  review  the  whole  question.  There  is  a  slight 
modification,  as  the  chairman  has  indicated,  in  this  section  simply 
broadening  or  indicating  clearly  what  are  the  purposes  of  the 
National  Association  of  Railway  Commissioners. 

There  is  no  objection  raised.    Proceed,  Mr.  Finn. 

Mr.  FINN,  of  Kentucky.  In  view  of  the  recommendations  con- 
tained in  the  president's  address,  there  is  a  slight  modification  of 
Article  II,  as  reported  on  page  24  of  the  proceedings  of  the  first 
day's  session,  and  therefore,  in  lieu  of  Article  II  as  it  appears 
in  the  original  report  of  the  committee,  the  committee  reports  as  a 
substitute  for  said  Article  II  the  following  article  upon  membership, 
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ARTICLE  II. — MEMBERSHIP. 


Active  membership  shall  embrace  only  the  Interstate  Commerce  Commis- 
sioners, the  railway  commissioners,  or  deputy  commissioners  of  the  several 
States  and  Territories  of  the  Union,  and  in  those  States  and  Territories  having 
no  railway  commission  State  officers  who  by  law  exercise  active  supervisory 
l»owers  over  the  affairs  of  railways;  also  the  secretary,  assistant  secretary, 
and  chief  clerk  of  the  Interstate  Commerce  Commission,  and  the  secretary, 
assistant  secretary,  and  clerk  of  each  State  railway  commission  where'  such 
office  is  created  by  law ;  and  any  member  of  any  board  or  bureau  of  a  State 
or  Territory  created  by  law  whose  duty  requires  of  the  members  of  said  board 
or  bureau  the  regulation  or  supervision  of  a  public-service  corporation. 

Honorary  membership  shall  include  former  members  of  the  association,  a 
committee  of  three  from  each  steam  or  street  railway  accounting  association, 
the  statistician  of  the  Interstate  Commerce  Commission,  and  of  the  several 
State  commissions,  together  with  the  regular  counsel,  the  regularly  employed 
rate  experts,  not  more  than  one  for  each  commission,  and  the  engineers  of  said 
commissions. 

Active  members  in  attendance  shall  be  entitled  to  one  vote  for  each  upon  all 
questions  coming  before  the  association.  Honorary  members  shall  have  the 
privileges  of  tlte  floor  and  the  right  of  debate,  but  shall  not  be  entitled  to  vote. 

The  PRESIDENT.  If  there  is  no  objection  to  the  modification,  it  will 
stand  as  read. 

Mr.  DUFFY,  of  American  Electric  Railway  Accountants'  Associa- 
tion. May  I  suggest  that  the  words  "  street  railway  accounting 
association  "  ought  to  be  changed  to  "  electric  railway  accounting 
association"?  The  former  name  of  the  American  Electric  Railway 
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Association  was  the  Street  Railway  Association,  but  as  you  are  well 
aware  it  represents  the  electric  railway  industry. 

The  PRP:SIDENT.  If  there  is  no  objection,  that  change  will  be 
ordered. 

Mr.  FINN,  of  Kentucky.  By  reference  to  pages  24  and  25  of  the  first 
day's  proceedings,  Articles  III,  IV,  V,  and  VI  indicate  resolutions 
providing  for  certain  committees  and  eliminating  other  committees. 
In  lieu  of  these  four  sections  the  committee  moves  to  substitute  the 
following : 

ARTICLE  IV. — COMMITTEES. 

The  following  shall  be  the  standing  committees  of  the  association,  to  be 
appointed  from  among  its  members  by  the  president : 

1.  An  executive  committee  of  seven  in  all,  of  which  the  president  and  secre- 
tary shall  be  ex  officio  members.     This  committee  shall  have  general  charge  of 
the  arrangements  governing  the  holding  of  the  several  meetings  of  the  associa- 
tion and  the  conduct  of  business  at  those  meetings.     The  first  order  of  business 
after  the  calling  to  order  of  a  convention  shall  be  the  report  of  this  committee. 
The  report  of  this  committee  and  of  all  other  committees  shall  be  filed  for 
printing  and  distribution  at  least  30  days  before  holding  the  annual  convention. 

2.  Amendment  of  act  to  regulate  commerce. 

3.  Car  service,  demurrage,  reciprocal  demurrage,  storage  rules,  and  charges. 

4.  Delays  attendant  upon  enforcing  orders  of  railway  commissions. 

5.  Express  service  and  express  rates. 

6.  Grade  crossings  and  trespassing  on  railroads. 

7.  Legislation. 

8.  Powers,  duties,  and  work  of  railway  commissioners. 

9.  Railroad    taxes   and    plans   for   ascertaining   fair    valuation    of    railroad 
roperty. 

10.  Rates  and  rate  making. 

11.  Railway  capitalization. 

12.  Railway  service  and  railway  accommodations. 

13.  Safety  appliance^. 

14.  Statistics  and  accounts. 

15.  Shippers'  claims. 

16.  Statistics  and  accounts  of  electric  railways. 

17.  Telephone  and  telegraph  rates  and  service. 

18.  Uniform  classification  and  simplification  of  tariff  sheets. 

19.  Special  committees  authorized  by  the  executive  committee. 

20.  Such  other  committees  as  the  convention  may  by  majority  vote  create. 

The  old  constitution  provided  for  special  committees  authorized 
)y  the  executive  committee,  and  also  provided  for  such  other  com- 
littees  as  the  convention  might  create  by  a  majority  vote.     From 
le  to  time  resolutions  of  the  executive  committee  and  the  con- 
dition have  created  various  committees,  so  that  it  was  difficult  to 
artain  just  what  were  constitutional  committees  and  just  what 
rere  executive-created  committees,  and  this  is  for  the  purpose  of 
roviding  in  a  concrete  form  the  various  constitutional  committees. 
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In  addition  to  the  provisions  contained  in  the  article  headed 
"  IV — Committees,"  I  move  that  each  committee  be  composed  of 
seven  members. 

The  PRESIDENT.  The  Chair  will  take  that  part  of  it  as  the  sense 
of  the  convention  and  not  put  the  motion  for  the  reason  the  com- 
mittee agreed  upon  that  fully,  and  it  was  inadvertently  omitted. 

The  question  is  upon  the  provision  as  read  by  the  chairman.  Are 
there  any  who  have  objections  or  who  wish  to  make  remarks  upon 
any  phase  of  this  ? 

If  not,  we  will  pass  on  and  take  the  next. 

Mr.  FINN,  of  Kentucky.  After  the  meeting  of  the  executive  com- 
mittee, in  order  to  emphasize  certain  recommendations  contained  in 
the  president's  address  and  in  order  to  bring  before  the  convention 
topics  of  interest  and  importance,  I  read  the  following  resolutions, 
which  were  passed  before  the  executive  committee: 

Resolved,  That  it  is  the  sense  of  the  executive  committee  that  the  incoming 
executive  committee  be  directed  to  endeavor  to  find  if  there  is  any  practicable 
way  by  which  an  agent  can  be  employed  and  retained  at  Washington  to  rep- 
resent the  various  State  commissions  in  all  matters  involving  interstate  ques- 
tions, and  that  said  agent  shall  also  report  all  questions  in  any  way  affecting 
the  National  Association  of  Railway  Commissioners;  that  one  of  the  duties  of 
this  committee  shall  be  to  endeavor  by  some  means  to  find  a  practicable  way 
by  which  the  expense  involved  in  maintaining  said  agent  can  be  properly 
taken  care  of. 

Resolved  further,  That  if  at  any  time  between  this  and  the  convening  of 
the  next  convention  of  this  association  this  committee  finds  that  it  is  practi- 
cable to  have  such  agent,  that  they  be  fully  authorized  to  employ  some  person 
who  shall  act  in  the  capacity  indicated. 

Mr.  MCKNIGHT,  of  Arkansas.  Right  along  the  line  of  this  recom- 
mendation, I  wish  to  say  I  think  it  would  be  best  that  those  rep- 
resentatives, instead  of  being  stationed  at  Washington,  be  stationed 
with  the  State  commissions  in  the  States.  They  can  be  so  much 
nearer  connected  with  the  business  and  they  can,  in  other  words, 
be  on  the  ground  where  this  business  is  carried  on.  There  is  in 
our  State  75  per  cent  of  the  business  of  our  State,  situated  as  we 
are,  that  is  interstate  business.  I  merely  make  that  as  a  suggestion 
to  bring  up  the  question,  that  this  representative  be  recommended  to 
stay  within  the  State  to  take  up  these  matters  with  the  Interstate 
Commerce  Commission. 

Mr.  THELEN,  of  California.  I  do  not  believe  the  scheme  will  work. 
Take  our  individual  case  in  California.  I  feel  very  sure  that  if  w 
had  any  business  to  take  up  with  the  Interstate  Commerce  Commis- 
sion, we  would  prefer  to  take  it  up  directly,  because  we  press  it  more 
strongly ;  we  would  be  more  familiar  with  all  the  facts,  and  we  would 
rather  take  the  matter  up  directly  than  through  some  one  who  had  a 
great  many  other  interests.  I  may  be  wrong,  but  that  is  simply  a 
suggestion  that  occurred  to  me. 
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Mr.  DECKER,  of  New  York.  As  a  member  of  the  executive  com- 
mittee, which  has  presented  the  resolution  last  offered,  I  want  to  say 
that  while  I  did  not  oppose  the  motion  in  the  executive  committee, 
neither  did  I  vote  for  it.  The  whole  matter  is  so  new  to  me  that  I 
am  not  ready  to  express  an  opinion  upon  the  propriety  of  the  action 
suggested.  I,  however,  have  no  desire  to  oppose  an  investigation  by 
the  executive  committee  as  to  the  practicability  and  feasibility  of 
such  a  plan. 

The  only  question  in  my  mind  is  as  to  the  direction  to  the  in- 
coming executive  committee  to  go  on  and  employ  such  a  person  with- 
out the  general  sanction  of  the  association  itself. 

I  merely  bring  that  up  now  for  discussion,  for  I  do  not  feel  that 
I  have  enough  light  upon  the  subject  to  take  any  part  one  way  or 
another  for  or  against  the  resolution.  I  deem  it  no  more  than  fair 
to  myself  to  make  that  statement,  but  what  I  am  saying  is  nothing 
in  any  way  in  opposition  to  the  plan  or  of  throwing  cold  water 
upon  it. 

Mr.  PRENTIS,  of  Virginia.  It  seems  to  me  Mr.  Thelen  has  misun- 
derstood the  object  of  the  resolution,  and  that  as  he  has  misunder- 
stood it  perhaps  others  have. 

The  idea  is  not  to  employ  counsel  before  the  commission.  Every 
commission  having  a  case  before  the  Interstate  Commerce  Commis- 
sion would  have  its  counsel  to  prosecute  its  case  with  such  vigor  as 
it  determined  it  should  be  prosecuted.  This  idea  was  to  have  some 
one  in  Washington  to  whom  all  sorts  of  complaints  that  come  under 
the  jurisdiction  of  the  Interstate  Commerce  Commission  could  be 
referred  and  who  would  give  such  prompt  attention  to  inquiries  of 
that  sort  as  the  State  commissions  are  not  always  able  to  do.  He 
would  deal  with  small  matters,  not  large  enough  to  call  for  proceed- 
ings before  the  Interstate  Commerce  Commission,  but  large  enough 
to  require  some  attention. 

I  suppose  every  State  commission  is  constantly  getting  inquiries 
and  complaints  over  which  they  have  no  jurisdiction,  and  what  they 
do,  as  a  rule,  I  suppose,  is  to  write  to  the  people  that  they  have  no 
jurisdiction,  and  refer  them  to  the  Interstate  Commerce  Commission ; 
or,  instead  of  doing  that,  they  may  write  a  letter  to  the  Interstate 
Commerce  Commission. 

The  idea  is  to  have  a  man  on  the  ground  as  a  representative  of 
the  State  commissions — that  is  my  idea  of  it — to  attend  to  matters 
that  come  before  him,  to  attend  to  small  matters  here  in  Washington. 
It  may  not  be  worth  the  money.  It  is  an  idea  which  is  considered 
worth  trying.  Not  to  have  counsel  before  the  Interstate  Commerce 
Commission,  but  to  have  an  agent  on  whom  the  State  commissions 
would  have  the  right  to  call  for  information  and  for  prompt  corre- 
spondence. 
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Mr.  THELEN,  of  California.  I  think  I  understood  the  purport  of 
the  resolution.  I  understood  it  was  not  to  cover  matters  which 
ordinarily  would  be  taken  up  by  counsel.  I  viewed  the  resolution 
just  as  you  have  explained  it,  and  I  must  say  I  have  still  some  doubt 
because  I  feel  our  commission  would  be  inclined  to  take  up  matters 
directly  with  the  Interstate  Commerce  Commission.  We  have  al- 
ways received  very  prompt  and  courteous  attention,  and  I  think 
probably  we  would  feel  that  method  would  be  more  satisfactory. 

But  I  am  in  the  position  of  Mr.  Decker.  I  certainly  would  not 
oppose  any  investigation  of  the  subject,  but  I  agree  with  him  that 
the  question  of  doubt  is  as  to  whether  the  executive  committee 
should  be  authorized  to  employ  such  a  man  which  would  involve  the 
payment  of  some  salary,  without  further  action  on  the  part  of  the 
convention. 

Mr.  HENSHAW,  of  Oklahoma.  Hearing  this  matter  informally 
discussed,  I  drew  the  conclusion  that  this  gentleman  at  Washington 
was  only  to  look  after  the  business  of  this  association.  As  I  under- 
stand the  resolution  now,  I  certainly  am  opposed  to  it  as  it  is  drawn. 

Oklahoma  conducts  all  the  informal  complaints  and  other  com- 
plaints for  the  shippers  of  that  State  directly  with  the  commission. 
We  have  always  received  very  prompt  consideration  of  everything 
we  have  presented  up  to  date  with  the  Interstate  Commerce  Com- 
mission. I  see  no  reason  for  a  change  unless  the  practice  changes; 
I  see  no  good  that  an  agent  of  this  kind  could  accomplish  at  Wash- 
ington ;  and  I  am  sure  that  Oklahoma  would  not  contribute  anything 
toward  the  support  of  an  agent  of  that  kind  and  would  not  be  repre- 
sented by  an  agent  of  that  kind  at  Washington. 

I  can  speak  only  for  our  commission.  I  do  not  see  the  necessity, 
as  long  as  the  Interstate  Commerce  Commission  handles  the  business 
as  they  do  now,  for  such  agent.  There  is  absolutely  no  necessity  for 
him. 

Mr.  MCKNIGHT,  of  Arkansas.  I  would  like  to  make  a  motion  that 
the  words  "  located  at  Washington  "  be  stricken  out  and  the  words 
"  A  arious  railway  commissions  of  the  various  States  "  be  substituted 
therefor,  if  I  can  get  a  second  to  it. 

Mr.  BURR,  of  Florida.  I  would  like  to  ask  the  gentleman  from 
Arkansas  what  his  amendment  means  ? 

Mr.  MCKNIGHT,  of  Arkansas.  The  amendment  means  that  instt 
of  stationing  the  agent  at  Washington  City,  to  station  agents  wit 
the  various  railroad  commissions,  one  man  in  the  office  of  the  rail- 
road commission  of  each  State,  who  might  take  up  directly  with  the 
Interstate  Commerce  Commission  these  matters,  and  when  the  Inter- 
state Commerce  Commission  has  ruled  upon  them  that  they  can  be 
settled  by  precedents. 

Mr.  BURR,  of  Florida.  I  move  to  lay  the  amendment  on  the  table. 


PROCEEDINGS   OF   THE   CONVENTION.  197 

The  motion  was  carried. 

Mr.  BURR,  of  Florida.  I  move  to  lay  the  original  motion  on  the 
table. 

The  motion  was  carried. 

Mr.  FINN,  of  Kentucky.  The  second  recommendation  presented 
by  the  executive  committee  to  the  convention  is  as  follows : 

That  it  is  the  sense  of  the  executive  committee  that  the  importance  of  the 
subject  of  arriving  at  correct  weights  to  be  used  as  the  basis  of  determining 
freight  charges  demands  the  careful  consideration  of  every  member  of  this 
organization,  and  to  that  end  it  is  suggested  that  they  cooperate  actively  with 
the  Federal  commission  in  the  investigation  now  in  progress  and  that  they 
endeavor  to  learn  what  legislation  or  rules  are  necessary  in  order  that  they 
be  able  to  perfect  the  systems  now  in  vogue  within  their  several  States. 

There  is  one  other  recommendation  offered  by  the  executive  com- 
mittee, and  I  will  read  it  at  this  time : 

In  pursuance  to  the  recommendation  contained  in  the  president's  address — 
Resolrrd.  That  it  is  the  sense  of  the  executive  committee  that  the  committee 
on  car  service,  demurrage  and  reciprocal  demurrage,  storage  charges,  and  rules 
be  directed  to  give  especial  attention  to  the  question  of  car  shortage  and  car 
supply,  and  to  report  to  the  next  annual  association  the  result  of  their  investiga- 
tion and  whatever  recommendations  they  may  have  in  order  to  relieve  the  com- 
plaint and  to  report  upon  this  subject  with  their  recommendations. 

The  PRESIDENT.  The  question  is  upon  the  adoption  of  the  report  as 
has  been  presented  by  the  chairman. 

The  motion  for  the  adoption  of  the  report  was  carried. 
The  PRESIDENT.  The  first  order  of  business  is  the  report  of  the 
Dmmittee  on  statistics  and  accounts  by  Commissioner  Meyer,  the 
chairman. 

Mr.  HEN  SHAW,  of  Oklahoma.  We  were  discussing  yesterday  after- 
loon  valuation,  and  the  motion  when  we  adjourned  was  to  take  that 
ip  this  morning  when  we  met.  That  really  is  the  most  important 
)pic  before  this  association. 

The  PRESIDENT.  Your  statement  is  correct,  but  prior  to  that  mo- 
tion a  special  order  had  been  made  for  10  o'clock  this  morning,  and 
ic  topic  to  which  you  refer  would  follow  that  in  a  natural  course 
iless  otherwise  directed  by  the  convention. 

Mr.  HENSHAW,  of  Oklahoma.  Is  it  necessary  that  we  read  all  of 
lese  reports  in  full;  or  might  not  the  chairman  presenting  the 
iport  read  the  most  interesting  part  and  then  state  the  substance 
the  other? 

The  PRESIDENT.  Perhaps  this  is  as  good  a  time  as  any  to  invite 
attention  of  the  committee  to  the  situation  in  which  we  find 
irselves.  Of  course,  as  to  what  procedure  will  be  pursued  rests 
itirely  with  the  convention.  That  I  can  not  direct.  I  will  see 
lat  business  is  transacted  as  fast  as  is  possible  to  do  it  consistent 
nth  reasonable  understanding. 
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We  have  the  following  reports  to  be  considered : 

Car  service,  demurrage,  and  reciprocal  demurrage. 

Delays  attendant  upon  enforcing  orders  of  railway  commissions. 

Committee  report  No.  5,  on  legislation,  is  open  for  discussion. 

No.  G  is  the  question  of  valuation.  You  will  please  consider  the 
nature  of  these  reports  and  how  much  time  they  are  liable  to  con- 
sume. Perhaps  that  depends  on  how  much  time  we  are  going  to 
devote  to  the  whole  question. 

No.  7  is  rates  and  rate  making,  which  is  open  for  discussion  and 
has  had  no  attention  as  yet. 

No.  8,  railway  capitalization.     That  has  yet  to  be  presented. 

No.  9,  statistics  and  accounts,  which  will  be  the  next  order  of 
business. 

No.  10,  safety  appliances. 

No.  11,  telephone  and  telegraph  rates  and  service. 

No.  13,  accounts  and  statistics  of  electric  railways. 

No.  14,  amendment  of  act  to  regulate  commerce. 

No.  16,  powers,  duties,  and  work  of  State  railway  commissions. 

No.  17,  railway  service  and  railway  accommodations. 

No.  18,  shippers'  claims. 

No.  19,  rails  and  equipment. 

Several  of  those  are  very  important  reports,  and  if  opportunity 
is  given  I  am  sure  will  consume  considerable  time.  My  object  in 
inviting  the  attention  to  this  work  at  this  time  is  to  know  what 
members  propose  to  do. 

As  to  the  question  of  time  and  place,  while  I  have  not  given  the 
matter  any  attention  personally,  I  understand  there  is  considerable 
interest  in  that  matter,  and  that  may  consume  quite  a  little  of  the 
time  of  this  convention.  I  desire  to  know  now  whether  this  con- 
vention purposes  to  continue  until  this  business  is  completed  or 
will  we  find  our  membership  depleted  so  that  there  is  no  interest 
in  the  convention  to  continue  over  to-morrow. 

Mr.  SMITH,  of  South  Dakota.  I  am  chairman  of  the  committee 
on  powers,  duties,  and  work  of  State  railway  commissions.  I  would 
like  the  privilege  of  reading  it  by  title  and  having  it  go  to  the 
secretary.  That  would  dispose  of  it. 

The  PRESIDENT.  That  is  simply  one  report.  The  chair  would  like 
to  know,  if  possible,  what  is  the  wish  of  this  meeting.  If  it  is 
impossible  to  give  the  outline  at  this  time,  we  will  proceed  with 
the  convention. 

Mr.  THORNE,  of  Iowa.  I  move  that  we  proceed  to  the  discussion 
of  the  report  of  the  committee  on  time  and  place,  limiting  the  discus- 
sion to  each  location  to  10  minutes.  There  are  several  places  that 
have  asked  for  the  location  of  the  next  convention.  It  is  suggested 
that  we  limit  the  discussion  to  five  minutes.  Thus  we  will  dispose 
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of  one  of  the  important  things  at  the  discussion  of  which  we  all  wish 
to  be  present. 

The  PRESIDENT.  May  I  suggest  to  Commissioner  Thorne  that  he 
withhold  his  motion  for  a  minute.  I  desire  to  ask  Mr.  Commis- 
sioner Meyer  how  pressing  his  time  is,  whether  he  desires  to  present 
his  report  at  this  time,  or  can  it  be  delayed  a  little  ? 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  I  can  delay 
a  little  or  I  can  dispose  of  it  all  in  five  minutes. 

The  PRESIDENT.  We  will  hear  from  the  chairman  of  the  com- 
mittee on  statistics  and  accounts. 

BEPOBT  OF  COMMITTEE  ON  STATISTICS  AND  ACCOUNTS. 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  In  view  of 
what  has  just  been  said,  perhaps  I  need  not  do  any  more  than  call 
attention  to  the  various  subjects  covered  in  the  report : 

Assignment  of  revenues  and  expenses  by  State  lines. 

Study  of  terminal  operations. 

Analysis  of  operating  expenses.' 

Revision  of  annual-report  forms. 

Standard  classification  of  accounts. 

Annual-report  forms  for  express  companies. 

Wage  statistics. 

Efficiency. 

Quality  of  service. 

Traffic  statistics. 

The  report  as  a  whole  is  little  more  than  a  report  of  progress. 

ur  esteemed  president,  in  his  very  thoughtful  presidential  address, 

lid  some  attention  to  the  committee  on  statistics.  I  admire  our 
president  for  the  serious  interest  he  takes  in  the  work  of  the  asso- 
ciation. I  think  his  paternal  solicitude  was  very  well  extended  to  the 
committee  on  statistics.  However,  it  might  possibly  have  been  ex- 
tended also  to  the  predecessors  to  the  present  committee  on  statistics. 

The  PRESIDENT.  It  was  so  intended. 

Mr.  MEYER.  For  instance,  the  particular  matters  that  the  presi- 
dent emphasized  in  his  address  I  endeavored  personally  to  bring  to 
the  attention  of  the  convention  some  six  or  seven  years  ago.  I  tried 
to  persuade  my  colleagues  on  the  committee  of  statistics  to  agree  to 
some  working  program;  they  tried  to  persuade  me  not  to  do  so,  and 
we  tried  to  persuade  each  other  with  little  success.  They  had  as 
much  persuasion  as  I,  but  they  had  something  more — they  had  votes. 
[Laughter.] 

I  then  asked  permission  to  submit  a  memorandum  to  this  conven- 
tion, which  they  kindly  granted.  I  did  not  wish  to  give  it  in  the 
form  of  a  dissenting  report,  so  I  submitted  a  memorandum  outlining 
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a  program  with  reference  to  separating  the  operating  expenses, 
terminal  and  line  movements,  and  that  kind  of  thing.  That  is  all  of 
record  before  the  convention. 

Then  for  some  five  years  I  was  not  a  member  of  this  committee. 
Last  year  when  the  president-elect  asked  me  to  serve,  I  said  I  would 
do  the  best  I  could.  If  he  had  asked  me  whether  I  was  willing  to 
take  the  chairmanship  of  the  committee  and  agree  to  turn  over  to 
this  convention  a  ready-made  program,  to  carry  out  what  he  sug- 
gested in  his  address,  of  course  I  should  have  said  "  I  can  not  do  it." 
I  do  not  believe  that  anybody  can  do  that  in  one  year. 

However,  I  shall  be  very  glad,  Mr.  President,  if  you  can  find  five 
men  who  will  deliver  to  this  convention  in  a  complete  way  now  or 
any  time  in  five  years  the  full  program  which  you  have  outlined. 

The  Interstate  Commerce  Commission  has  in  hand  a  study  of 
terminal  operations,  for  instance,  but  that  is  not  enough.  The  In- 
terstate Commerce  Commission  must,  of  course,  see  to  it  that  first 
of  all  it  will  get  the  information  which  it  needs  in  its  work.  And 
I  wish  to  suggest  that  you  gentlemen  representing  the  States  can  do 
very  much  to  facilitate  this  work. 

The  committee  this  year  had  before  it  the  results  of  the  work  per- 
formed in  Nebraska,  in  Wisconsin,  and  possibly  some  other  States. 
And  I  would  suggest  that  Minnesota,  for  instance,  send  its  repre- 
sentative with  information  showing  the  study  of  terminals  in  Duluthy 
St.  Paul,  Minneapolis,  and  Winona;  Florida  might  come  with  Pen- 
sacola  and  Jacksonville;  New  York  might  come  with  Buffalo  and 
Rochester,  not  to  speak  of  such  trifles  as  the  New  York  City  ter- 
minals. When  we  have  such  matters  before  us,  then  your  committee 
on  statistics  may  act  as  a  clearing  house  and  report  progress,  and 
possibly  after  a  few  years  report  a  practicable  program. 

I  do  not  believe  that  it  will  ever  be  possible  for  a  committee  on 
statistics,  this  proposed  committee  of  five,  or  any  other  committee 
of  statistics  to  report  a  single  rule  which  you  gentlemen  in  the 
States  can  adopt  in  the  apportionment  of  operating  expenses  and  the 
assignment  of  revenue.  But  I  believe  a  committee  of  five  or  any 
other  competent  committee  will  be  able  to  report  a  rule  which  may 
govern  for  one  railroad  under  certain  conditions  and  which  may  pos- 
sibly govern  for  another  railroad  under  similar  conditions.  I  do 
not,  however,  believe  a  single  rule  can  be  worked  out  that  wrill  centre 
all  the  apportionments  to  be  made  within  the  United  States. 
ever,  personally,  I  should  like  to  see  that  done  as  far  as  possiblt 
Personally  I  shall  do  all  I  can  to  facilitate  that  work.  « 

And  I  wish  to  repeat  that  it  seems  to  be  one  of  the  tantalizii 
turns  of  fate  that  the  member  of  the  committee  of  statistics,  who  hs 
striven  as  earnestly  as  possible  to  bring  this  about  as  long  as  ht 
has  had  anything  to  say  about  these  matters,  should  appear  at  this 
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time,  according  to  our  presidential  address,  to  be  derelict  in  working 
aggressively  along  the  line  that  he  thoroughly  believes  in.  No  word 
of  censure  to  you,  because  I  know  your  excellent  spirit,  and  I  know 
you  are  working  for  the  best  interest  of  this  convention  and  for  the 
best  interest  of  the  work  of  regulation  throughout  the  country. 

Mr.  DECKER,  of  New  York.  I  move  that  the  report  be  received  and 
printed.  I  am  not  advised  there  are  any  recommendations,  but  if 
there  are,  I  move  that  they  be  adopted.  [Laughter.] 

The  PRESIDENT.  The  motion  is  that  the  report  be  printed  and 
adopted  if  there  be  recommendations. 

The  motion  was  carried. 

The  report  of  the  committee  on  statistics  and  accounts  is  as- 
follows  : 

REPORT  OF  THE   COMMITTEE   ON   STATISTICS  AND  ACCOUNTS. 
ASSIGNMENT  OF  REVENUES  AND  EXPENSES  BY  STATE  LINES. 

Your  committee  stated  in  1911  that  it  would  this  year,  if  possible, 
ibody  in  its  report  a  plan  for  the  division  of  operating  revenues 
md  operating  expenses  by  State  lines.  Further  consideration  of 
this  problem  has  shown  it  to  be  so  beset  by  complications  that  it  has 
seemed  advisable  to  postpone  a  direct  discussion  until  a  careful  study 
of  terminal  costs  shall  show  to  what  extent  allowance  should  be  made 
for  terminal  service  in  any  apportionment  of  revenues.  It  is  obvious 
that  where  the  gathering  service  is  performed  in  one  State  and 
the  distribution  in  another,  while  an  intermediate  State  furnishes 
simply  the  line  for  a  straightaway  haul,  the  service  rendered  in  trans- 
porting a  commodity  from  the  point  of  origin  to  that  of  destination 
can  not  properly  be  apportioned  among  the  three  States  in  propor- 
tion to  the  several  lengths  of  haul.  The  gathering  service  and  the 
service  of  distribution  are  both  proportionately  more  expensive  than 
the  line  service.  The  relative  expense  of  each  of  these  three  classes 
of  service  is  also  affected  by  the  density  and  regularity  of  the  traffic. 
All  of  these  facts  are  given  weight  by  carriers  in  their  divisions  of 
joint  rates,  and  they  should  have  consideration  in  the  formulation  of 
any  general  rule  for  the  apportionment  of  revenues  among  the  States. 
Any  approximately  accurate  apportionment  of  revenues  among 
States  is  made  difficult  by  its  mere  mass.  It  is  not  clear  that  any 
plan  can  be  considered  feasible  that  requires  the  apportionment  to 
be  made  on  each  individual  waybill.  The  average  expense  of  such 
additional  accounting  on  each  interstate  waybill  has  been  estimated 
at  not  less  than  4  cents,  an  amount  which  may  prove  to  be  prohibi- 
tive. Any  rules  worked  out  for  such  purpose,  therefore,  should 
preferably  be  sufficiently  general  to  be  applicable  to  the  station  ab- 
stract or  other  similar  record,  and  where  diverse  routes  over  which 
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the  goods  may  move  between  given  points  of  origin  and  destination 
are  operated  by  the  same  carrier,  that  record  will  be  required  to  be 
considerably  amplified  beyond  its  present  form.  For  example,  goods 
shipped  from  Buffalo  to  New  York  City  via  New  York  Central  lines 
may,  for  reasons  of  operating  convenience  or  necessity,  be  switched, 
while  in  the  interior  of  New  York  State,  from  the  New  York  Central 
tracks  proper  to  West  Shore  tracks  or  vice  versa.  In  case  the  ship- 
ment moves  down  the  east  side  of  the  Hudson  Eiver,  no  interstate 
movement  is  involved.  In  case  it  moves  down  the  west  side  of  the 
river,  it  passes  through  a  portion  of  New  Jersey,  and  an  interstate 
movement  has  to  be  accounted  for.  Such  accounting  would  necessi- 
tate a  consideration  of  train  conductors'  reports  as  well  as  of  station 
abstracts,  and  provision  not  only  for  amplifying  station  abstracts 
but  also  for  distinguishing  on  the  abstract  of  freight  received  be- 
tween that  received  from  a  given  station  by  one  route  and  that  re- 
ceived by  another,  even  though  both  be  operated  by  the  same  carrier, 
as  in  the  case  cited. 

It  is  thus  apparent  that  the  problem  of  determining  general  rules 
for  the  apportionment  of  revenues  among  the  States  in  which  the 
transportation  is  effected  is  one  of  difficulty,  and  for  its  proper  solu- 
tion demands  careful  study  of  terminal  operations  and  costs  and  of 
the  allowance  proper  to  make  for  varying  degrees  of  density  of 
traffic,  as  well  as  of  cost  of  construction  of  plant  and  equipment  and 
of  expense  of  conducting  operations. 

STUDY  OF  TERMINAL  OPERATIONS. 

Some  progress  has  been  made  during  the  past  year  in  the  matter  of 
investigating  terminal  operations  and  costs.  Various  members  of  the 
committee  have  made  such  investigations  in  their  respective  States 
and  the  Interstate  Commerce  Commission  has  had  an  agent  in  the 
field  making  a  careful  study  of  terminal  operations  at  Toledo,  Ohio, 
and  at  Louisville,  Ky.  These  studies  have  not,  however,  progressed 
far  enough  to  warrant  the  publication  of  results. 

ANALYSIS  OF  OPERATING  EXPENSES. 

The  matter  of  analysis  of  operating  costs  has  been  mentioned  as 
being  involved  in  the  problem  of  apportioning  operating  revenues 
among  States.  Some  progress  has  been  made  during  the  past  year 
in  such  analysis.  Representatives  of  the  Interstate  Commerce  Com- 
mission and  of  the  railway  companies  have  cooperated  in  considera- 
tion of  an  analysis  of  operating  expenses  with  respect  to  the  pri 
cipal  classes  of  service,  and  while  no  formal  conclusion  has  yet  been 
reached,  it  is  hoped  that  one  may  soon  be  announced  which  will  serve 
as  the  basis  for  a  material  step  in  advance. 
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REVISION  OF  ANNUAL  REPORT  FORMS. 

TKe  cooperation  above  referred  to  is  expected  to  continue  through 
a  consideration  of  operating  statistics  and  traffic  statistics  and  will 
result  finally  in  a  thorough  revision  of  the  annual  report  forms  used 
by  the  Interstate  Commerce  Commission.  It  is  to  be  hoped  that 
the  revision  may  result  in  forms  which  will  without  change  satisfy 
the  requirements  of  the  State  commissions. 

STANDARD  CLASSIFICATIONS  OF  ACCOUNTS. 

In  connection  with  the  movement  for  standardization  of  accounts, 
it  is  proper  to  mention  that  during  the  year  the  Interstate  Commerce 
Commission  has  adopted  orders  governing  accounts  to  be  kept  by 
common  carriers,  as  follows : 

Form  of  income  and  profit  and  loss  statement  for  steam  railways, 
effective  on  July  1,  1912. 

Classification  of  operating  revenues  and  expenses  for  sleeping-car 
companies,  effective  on  July  1,  1912. 

Classification  of  operating  revenues  of  carriers  by  water,  effective 
on  July  1, 1912. 

Classification  of  operating  expenses  of  carriers  by  water,  effective 
on  July  1, 1912. 

The  two  last-named  classifications  were  originally  adopted  to  be- 
come effective  on  January  1,  1911;  but,  owing  to  court  proceedings, 
the  enforcement  of  the  orders  was  suspended.  In  April  of  the 
present  year  the  Supreme  Court  ruled  that  under  section  20  of  the 
act  to  regulate  commerce,  the  commission  had  authority  to  regulate 
the  entire  accounting  of  carriers  and  to  inform  itself  regarding  all 
of  their  transactions  and  business,  because  the  deprivation  of  a  part 
of  such  authority  might  render  the  remainder  ineffective.  While, 
therefore,  in  theory  the  orders  had  validity  from  the  earlier  date, 
they  became  effective  only  after  the  decision  of  the  Supreme  Court. 

ANNUAL   REPORT   FORMS   FOR  EXPRESS   COMPANIES. 

The  formulation  of  annual  report  forms  for  the  use  of  express 
companies  in  reporting  to  State  commissions  has  lain  dormant  during 
the  year,  awaiting  the  conclusion  of  the  investigation  of  the  Inter- 
state Commerce  Commission  into  the  rates  and  practices  of  such 
companies.  As  soon  as  the  modifications  in  the  practices  of  such 
companies  become  effective,  in  consequence  of  the  orders  of  the 
commission,  the  formulation  of  a  standard  report  for  such  com- 
panies should  have  active  consideration.  We  are  advised  that  the 
companies  have  already  taken  steps  to  revise  their  accounting. 
71466—13 14 
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WAGE   STATISTICS. 

It  has  generally  been  felt  that  the  statistical  returns  made  by  rail- 
way companies  in  accordance  with  the  present  requirements  of  annual- 
report  forms,  with  respect  to  compensation  for  labor,  are  not  satis- 
factory. They  do  not  give  a  clear  picture  of  wage  conditions.  The 
movement  of  wages — that  is,  whether  the  tendency  through  a  series 
of  years  is  to  increase  or  decrease — is  one  of  the  objects  of  a  satisfac- 
tory system  of  wage  statistics,  and  it  is  also  desirable  to  know  the 
rates  of  pay  for  specific  kinds  of  work  in  order  that  comparisons  may 
be  made  with  wages  paid  in  other  industries.  Furthermore,  it  is 
desirable  to  know  what  is  the  typical  wage  of  large  classes  of  men. 
for  the  purpose  of  determining  what  standard  of  living  is  possible 
for  that  class  of  workers.  These  questions  may  seem  to  be  some- 
what out  of  the  province  of  railway  commissions  (and  doubtless  they 
lie  in  the  borderland),  but  wages  constitute  so  large  an  element  in 
the  operating  expenses  of  a  road  that  full  information  regarding 
them  would  seem  to  be  necessary  to  the  prosecution  of  the  work  of 
commissions. 

At  the  present  time  workers  are  classified  into  rather  a  small  num- 
ber of  groups,  and  concerning  each  group  are  given  the  number  of 
men  employed  on  June  30,  the  total  number  of  days  worked  by  all 
employees,  total  compensation  paid,  arid  the  average  daily  wage. 
The  resulting  data  are  open  to  the  objection  that  no  full  instructions 
have  ever  been  given  regarding  the  way  in  which  the  number  em- 
ployed should  be  counted  or  how  the  total  number  of  days  worked 
should  be  ascertained.  The  typical  unit  of  time  for  railway  em- 
ployees is  not  the  day.  It  is  more  commonly  the  hour,  the  run,  or  the 
month.  Again,  these  statistics  give  no  information  regarding  the 
range  of  rates  within  any  one  class.  What  is  the  highest  amount  that 
a  brakeman  or  machinist  earns  on  any  one  road  ?  What  is  the  number 
of  men  working  at  different  rates  per  hour?  How  much  can  a  man 
earn  in  a  10  or  an  8  hour  day,  working  full  time?  These  are  ques- 
tions which  could  be  answered  from  a  study  of  the  pay  rolls  of 
railway  companies.  It  is  not  possible  to  say  at  this  time  how  many 
of  such  details  it  will  be  practicable  to  have  the  railway  companies 
report,  nor  in  just  what  form  it  is  desirable  to  have  them  reported, 
but  sufficient  has  been  said  to  show  that  a  marked  improvement  can 
be  made  in  our  present  wage  statistics. 

EFFICIENCY. 

Much  has  been  said  recently  regarding  efficiency  in  the  railxvr 
service.    The  question  may  be  asked  whether  commissions  can  ever 
be  sufficiently  in  touch  with  the  operation  of  railways  to  warrant 
their  attempting  in  any  way  to  measure  efficiency.    It  may  be  urged 
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that  private  interest  will  attend  to  that  feature.  Nevertheless  it 
will  not  be  seriously  questioned  that  some  managers  are  more  suc- 
cessful than  others  and  that  some  railways  are  more  efficiently 
managed  than  others.  In  some  ways  the  measurement  of  efficiency 
is  not  difficult.  Where  we  compare  one  condition  with  another  we 
need  only  be  certain  that  we  are  comparing  the  same  things,  even 
though  they  be  but  parts  of  the  whole.  It  is  desirable  to  have  sta- 
tistics reflect  efficiency  wherever  practicable. 

QUALITY    OF    SERVICE. 

The  operating  expenses  of  railways,  or  of  a  specific  service,  could 
be  reduced  in  many  cases  at  the  sacrifice  of  the  quality  of  that 
service,  and  it  would  seem  desirable  to  have  a  statistical  expression 
also  of  the  changes  in  the  quality  of  service.  There  are  some  aspects 
of  quality  of  service  that  one  may  not  attempt  to  measure,  such  as 
the  skill  of  the  cook  on  the  dining  car,  but  the  promptness  with 
which  trains  arrive  and  the  average  speed  of  both  freight  and  pas- 
senger trains  are  illustrations  of  conditions  affecting  the  quality  of 
service  which  can  be  measured  and  receive  intelligible  statistical 
expression. 

TRAFFIC   STATISTICS. 

In  connection  with  the  question  of  what  traffic  statistics  are 
needed  by  railway  commissions,  it  is  apparent  that  where  commis- 
sions have  authority  over  rates  such  authority  can  not  be  intelli- 
gently exercised  without  a  knowledge  of  the  traffic  affected  by  any 
proposed  modification  of  rates.  Such  traffic  is  not  ordinarily  lim- 
ited to  the  carrier  whose  rates  are  under  investigation.  Wherever 
two  or  more  carriers  are  engaged  in  supplying  the  same  market 
from  different  sources  of  supply  any  reduction  in  the  rates  of  one 
will  almost  necessarily  result  in  a  reduction  in  the  rates  of  the  other, 
else  the  shippers  tributary  to  the  second  will  find  themselves  losing 
their  market.  The  connection  is  still  closer  where  the  two  carriers 
carry  from  the  same  source  of  supply  to  the  same  market.  Here  the 
one  carrying  at  the  lower  rate  will,  unless  its  service  is  distinctly 
inferior,  almost  invariably  draw  to  itself  all  of  the  traffic  or  such 
portion  of  it  as  it  is  able  to  handle.  Even  where  the  two  carriers 
supply  different  markets  from  the  same  source  a  lowering  of  the 
rates  of  one  will  tend  to  divert  traffic  to  the  market  supplied  by  that 
carrier  or  result  in  a  rise  of  prices  in  the^other  market,  causing  the 
consumers  in  that  market  to  clamor  for  a  reduction  in  their  trans- 
portation rate.  In  order  to  estimate  at  all  accurately  the  effect  which 
any  modification  of  the  rate  scheme  will  have  on  various  carriers* 
rates  and  revenues,  commissions  ought  to  have  available  full  and 
reliable  data  with  regard  to  the  volume  of  various  kinds  of  traffic 
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moving  from  point  to  point  as  well  as  of  the  rates  under  whi(  n 
such  traffic  moves. 

In  this  connection  it  may  be  of  interest  to  note  that  in  Germany, 
where  the  Government  owns  and  operates  the  principal  railways, 
traffic  statistics  are  kept  which,  in  comparison  with  those  reported  by 
the  railways  to  the  commissions  in  this  country,  seem  somewhat  elabo- 
rate. The  German  State  governments  have  been  publishing  for 
years  traffic  statistics  for  their  roads  on  a  practically  uniform  basis, 
giving  ton-mile  and  revenue  data  under  the  head  of  the  various  tariff 
classes  (freight  moving  under  normal  tariffs  and  under  exceptional 
or  commodity  tariffs,  subdivided  under  the  head  of  freight  moving 
In  10-ton,  5-ton,  and  less  than  5-ton  lots,  express  freight,  fast  freight, 
live  stock,  coal,  etc.).  In  addition,  the  Prussian  ministry  of  public 
works  has  been  compiling  quarterly  and  annual  traffic  statistics  for 
all  German  railways,  showing  receipts  and  shipments  of  about  100 
specified  articles  for  each  of  the  41  traffic  districts  into  which  the 
country  is  divided,  from  and  to  each  other  traffic  district,  including 
the  principal  seaports,  besides  giving  similar  information  concerning 
traffic  to  or  from  contiguous  foreign  countries  tapped  by  German 
lines.  Similarly,  detailed  information  regarding  the  movement  of 
traffic  in  this  country  would  doubtless  be  found  of  great  value  to  all 
commissions  having  to  do  with  the  regulation  of  railway  rates.  In- 
vestigation into  the  cost  of  compiling  statistics  of  tons,  ton-miles, 
loaded-car  miles,  and .  revenues  involved  in  the  transportation  of 
principal  commodities  in  carload  lots  and  less  than  carload  lots  is 
now  under  way,  and  it  is  hoped  that  this  committee  may  in  its  next 
annual  report  discuss  this  subject  in  detail. 

REPORT    OF    COMMITTEE    ON   TIME   AND   PLACE. 

Mr.  THORNE,  of  Iowa.  The  committee  on  time  and  place  are  in 
receipt  of  invitations  to  go  to  Minneapolis,  Oklahoma  City,  Colum- 
bia, S.  C.,  St.  Louis,  and  Buffalo,  N.  Y. 

The  governor  of  Missouri,  the  mayor  of  St.  Louis,  and  the  Retail 
Merchants'  Association  of  St.  Louis  have  joined  in  a  petition  that 
the  association  come  there. 

There  was  a  division  of  sentiment  on  the  committee,  a  majority 
being  in  favor  of  coming  to  Washington,  D.  C.  At  first  I,  person- 
ally, was  in  hope  it  would  be  possible  to  persuade  you  eastern  gen- 
tlemen that  it  would  be  wise  to  carry  our  meeting  place  into  the 
central  part  of  the  United  States,  so  that  it  would  accommodate 
persons  from  all  sections  of  the  country  more  effectually.  But  an 
insuperable  barrier  develops.  I  learn  that  possibly  one  and  not  more 
than  two  members  of  the  Interstate  Commerce  Commission  could  be 
expected  to  attend.  Now,  you  people  are  busy  as  well  as  members 
of  the  Interstate  Commerce  Commission  are  busy,  but  I  believe  that 
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if  it  should  be  true  that  we  would  lose  touch  with  the  Federal  body 
it  would  be  one  of  the  most  unfortunate  things  that  could  occur.  I 
think  the  most  valuable  thing  of  our  convention  is  the  possibility 
of  the  development  of  mutual  understanding  between  the  State  and 
Federal  Governments. 

Therefore  I  yielded  to  the  majority  of  the  committee'  my  personal 
preference,  and  we  join  unanimously  in  the  following  recommenda- 
tion: 

The  committee  on  time  and  place  respectfully  reports  that  the  next  conven- 
tion should  be  held  October  28,  1913,  in  the  city  of  Washington. 

Your  committee  has  before  it  an  invitation  for  the  association  to  meet  in 
1915  in  San  Francisco  during  the  Panama-Pacific  Exposition.  This  convention 
has  no  power  to  bind  the  action  of  the  convention  of  1914  as  to  the  meeting  in 
1915,  but  in  view  of  the  great  desire  of  those  presenting  the  invitation  to  have 
an  expression  of  opinion  by  this  convention  your  committee  believes  it  proper 
to  report  that  in  its  view  it  would  be  a  graceful  recognition  of  that  great  expo- 
sition if  the  association  should  see  its  way  to  meet  in  San  Francisco  in  1915, 
.ind  its  members  as  individuals  would  be  inclined  to  favor  the  San  Francisco 
meeting  for  1915. 

I  move  the  report  of  the  committee  be  adopted. 

The  motion  was  carried,  and  the  report  of  the  committee  adopted. 

REPORT   OF   COMMITTEE  ON  RAILWAY  CAPITALIZATION. 

Mr.  HUGHES,  of  Ohio.  Considering  the  stress  of  business  and  the 
shortness  of  time,  as  chairman  of  the  committee  on  railway  capitali- 
zation I  would  suggest  that  the  report  be  offered,  received,  and  printed 
as  a  part  of  the  proceedings.  The  body  of  the  report  is  simply  some 
observations  by  the  chairman,  no  other  members  except  Commissioner 
Clements  responding  definitely.  The  report  discusses  the  several 
views  advanced  by  different  parties  as  to  the  best  method  of  regu- 
lating capitalization,  or,  rather,  regulating  the  issuing  of  securities, 
and  rather  hints  at  the  matter  of  publicity  with  a  reasonable  amount 
of  regulation  as  being  the  most  acceptable.  This  body  of  the  report, 
as  I  say,  the  chairman  will  assume  responsibility  for. 

The  report  is  followed  by  a  resolution  for  the  action  of  the  con- 
vention, in  which  resolution  Commissioner  Clements  and  the  chair- 
man of  the  committee  concur.  I  will  read  the  resolution,  and  then 
if  the  convention  cares  to  hear  the  body  of  the  report,  which  is  simply 
nothing  more  than  going  into  the  record  and  attempting  a  few  gen- 
eral observations,  it  will  be  read. 

The  resolution  is  as  follows: 

Resolved,  That  it  is  the  sense  of  this  convention  that  there  should  be  secured, 
by  appropriate  legislation,  full  publicity  in  the  issuance  of  railway  stocks  and 
securities,  and  in  addition  thereto  a  reasonable  measure  of  restraint  and  control 
thereof  by  public  authority. 
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Without  reading  the  report,  I  move  the  adoption  of  the  resolution. 
The  report  of  the  committee  on  railway  capitalization  is  as  follows : 

REPORT   OF  THE  COMMITTEE  ON  RAILWAY  CAPITALIZATION. 

The  phrase  ;t  railway  capitalization  "  suggests  a  complex  situation. 
Your  committee  on  railway  capitalization  has  not  undertaken  to 
furnish  for  your  information  a  summary  of  railroad  operating 
revenues  or  operating  expenses — gross  or  net — for  any  period,  nor 
rate  of  return ;  neither  does  it  discuss  the  question  as  to  whether  or  not 
railways  generally  are  overcapitalized.  The  main  question  involved 
in  its  report  is,  whether  or  not  the  issues  of  corporate  securities  of 
railway  companies  should  be  regulated  and  controlled  by  the  Gov- 
ernment— the  word  "  Government,"  when  so  used,  meaning  either 
Federal  or  State,  or  both;  and  if  so  controlled,  to  what  extent  and 
in  what  manner. 

It  is  unnecessary  to  dwell  upon  the  fact  that  there  have  been  grave 
evils  in  the  past  and  up  to  the  present,  made  possible  by  the  laches 
of  the  law  in  relation  to  the  issue  of  stocks  and  bonds  by  railroad 
corporations.  That  these  evil  days  with  their  nefarious  practices 
are  not  entirely  gone,  the  comparatively  recent  reorganization  of  the 
Chicago  &  Alton,  as  one  instance,  is  evidence;  nor  may  it  be  ex- 
pected that,  if  public  vigilance  be  relaxed  and  adequate  laws  be  not 
enacted,  there  will  be  no  repetition  of  such  schemes.  It  seems  that 
temptations  for  self-enrichment  have  become  too  enticing  to  be  vol- 
untarily resisted  by  the  human  will.  Railway  capitalization  has 
moved  along  lines  of  least  resistance  under  opportunities  afforded 
financial  interests  by  either  the  total  lack  of  legislation  or  through 
loopholes  in  defective  statutes,  forming  as  it  progressed  mammoth 
combinations  through  mergers,  consolidations,  and  manipulations  of 
stocks  and  bonds,  resulting  in  vast  monopolies,  and  finally  in  almost 
a  common  ownership.  In  fact,  in  recent  years,  instead  of  operating 
for  profit  as  public  servants,  railroads  have  been  manipulated  with  an 
eye  single  to  private  gain.  The  public,  having  finally  won  in  the  battle 
for  rate  regulation,  by  securing  effective  legislation,  now  finds  the 
same  opposing  forces  taking  their  stand  behind  the  personal-rights- 
in -property  theory  and  demanding  an  absolutely  free  hand  in  the 
issue  and  sale  of  their  stock  and  bonds,  as  well  as  the  full  and  free 
right  to  purchase  and  hold  like  property  of  other  companies. 

Since  it  is  settled  that  the  public  is  entitled  to  the  services  of  com 
mon  carriers  at  reasonable  and  just  rates,  it  is  of  the  greatest  im- 
portance that  necessary  steps  be  taken  for  the  most  accurate  and  satis- 
factory determination  as  to  what  rates  are  reasonable  and  just,  and  to 
secure  their  application  at  all  times,  in  such  manner  as  will  be  leas1 
detrimental  to  all  concerned,  whether  directly  or  indirectly. 
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It  is  contended  that  the  reasonableness  of  rates  is  not  dependent 
m  the  capitalization  of  railways,  and  that  the  question  can  and 
must  be  determined  by  other  considerations.  Theoretically,  this 
sounds  plausible ;  practically,  however,  where  the  entire  body  of  rates 
of  common  carriers,  or  a  large  proportion  thereof,  are  involved,  the 
question  is  not  ultimately  determined  without  a  consideration  of  all 
capitalization,  in  whole  or  in  part.  The  truth  of  this  statement  is  sup- 
ported by  reference  to  the  decision  of  the  Supreme  Court  in  the  case 
of  Smyth  v.  Ames  (169  U.  S.,  466),  where  all  the  rates  on  state  traffic 
in  the  State  of  Nebraska  were  under  consideration.  In  many  other 
proceedings  where  the  actions  of  State  commissions  have  been  called 
into  judicial  question,  support  is  found  for  this  statement.  In  such 
cases  it  is  usually  alleged  by  the  carriers  that  the  rates  prescribed  by 
the  public  authorities  are  confiscatory  or  not  reasonably  remunerative. 
This  allegation  has  frequently  been  sustained  by  the  process  of  show- 
ing: First,  the  gross  earnings;  second,  the  gross  operating  expense; 
third,  the  fixed  charges,  including  interest  on  bonds ;  fourth,  the  net 
balance  of  surplus  available  for  dividends  on  stock ;  fifth,  the  amount 
of  stock,  preferred  and  common ;  and,  sixth,  the  smallness  of  the  rate 
of  dividend  on  the  stock. 

In  the  face  of  proceedings  and  records  of  this  kind  it  is  idle  to 
parade  a  plausible  theory  which  is  ignored  in  actual  practice.  When 
it  is  sought  to  apply  the  theory  that  capitalization  is  not  a  matter 
to  be  considered  in  ascertaining  the  reasonableness  of  rates  the  out- 
cry is  always  made  that  the  bonds  and  stock  constituting  the  capi- 
talization, whether  issued  in  good  faith  and  upon  actual  investment 
or  not,  have  in  many  instances  passed  into  the  hands  of  innocent 
holders  or  been  purchased  by  savings  banks  and  fiduciary  representa- 
tives of  estates  belonging  to  the  innocent,  including  widows  and 
orphans,  so  often  brought  to  the  front  in  discussions  of  this  sort; 
and  the  forceful  contention  is  made  that  the  public,  as  represented 
by  their  governments,  State  and  Federal,  has  stood  by  and  permitted 
the  issuance  of  these  securities.  It  is  further  contended  that  to 
ignore  such  securities  in  the  fixing  of  transportation  rates  is  in  sub- 
stance to  work  a  partial  repudiation  of  them;  that  this  is  harsh 
and  unjust  and  that  common  fairness  requires  the  public  to  bear 
the  burden  of  making  them  good,  rather  than  put  upon  the  few  who 
have  innocently  purchased  them  the  loss  incident  to  their  repudiation. 

It  therefore  seems  that  whatever  may  be  the  strict  theoretical  law 
upon  the  subject,  good  faith  and  good  policy  demand  such  control 
and  supervision  over  the  issuance  of  securities  as  will  prevent  over- 
capitalization, by  watered  stock,  or  the  issuance  of  any  form  of  capi- 
talization other  than  for  the  legitimate  necessary  purposes  of  the 
carrier  in  the  full  and  adequate  performance  of  its  public  duty,  and 
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make  certain  that  securities  when  issued  will  not  be  sacrificed  at 
less  than  their  par  value  in  order  to  enrich  the  select  few  who  in 
many  cases  are  permitted  to  take  them;  and  also  that  the  proceeds 
are  in  fact  devoted  to  the  legitimate  purposes  of  the  public  carrier. 

Admitting,  then,  that  there  is  necessity  for  some  action  upon  the 
part  of  the  Government  which  will  protect  the  public,  and  the  cor- 
porate properties  as  well,  from  unjust  and  unscrupulous  manipula- 
tion, the  query  is :  What  is  the  right  remedy  to  apply  ? 

Views  are  numerous  and  diverse  as  to  what  should  and  what  should 
not  be  done  by  the  Government  in  the  exercise  of  the  regulative 
power  to  encompass  proper  results. 

The  legislatures  of  different  States  have  been  laboring  over  this 
question  in  recent  years,  while  Congress  has  certain  measures  before 
it,  as  well  as  many  suggestions  from  those  who  have  given  more  or 
less  unbiased  thought  to  the  subject,  besides  suggestions  from  those 
who  have  varying  shades  of  interests  to  be  affected  thereby. 

Concretely,  these  several  suggestions  may  be  resolved  into  three 
propositions:  (1)  Absolute  control  of  the  issues  by  the  Government; 
(2)  modified  governmental  control;  and  (3)  leaving  the  matter  where 
it  has  always  been — in  the  hands  of  the  corporations  themselves. 

Like  all  other  absorbing  questions,  each  of  the  three  propositions 
has  its  merits  and  its  advocates,  neither  one  of  which,  however,  so 
far  as  we  are  able  to  discern,  can  be  guaranteed  as  a  positive  panacea 
for  the  ills  of  overcapitalization  or  the  abuse  of  capitalization. 

Our  desire  to  have  regulatory  measures  enacted  should  assume  defi- 
nite form,  and  we  should  not,  like  young  robbins  in  the  nest,  open 
our  mouths  and  swallow  whatever  comes,  be  it  shingle  nails  or 
worms.  We  caution  against  the  demagogues  in  our  political  life 
seeking  personal  popularity  and  willing  to  advocate  or  father  any 
measure,  even  though  it  be  full  of  "  sleepers  "  and  loopholes  or  pos- 
sibly anarchistic,  and  in  the  end  be  a  public  calamity,  just  so  it  meets 
with  present  popular  applause.  We  need  and  must  have  additional 
legislation,  but  it  must  be  sane  legislation,  enacted  with  an  eye  single 
to  the  ultimate  good  of  the  general  public  and  at  the  same  time  con- 
trol the  evil  of  overcapitalization  and  retard,  if  at  all,  to  the  minimum 
the  progress  of  our  country  and  the  development  of  its  resources. 
Such  regulation  must  have  due  regard  to  existing  obligations  and  not 
destroy  confidence. 

The  first  proposition  that  we  shall  consider  is  the  absolute  control 
by  the  Government  of  the  future  issues  of  corporate  securities,  and 
in  that  respect  we  may  say  that  what  we  shall  have  to  offer  on  that 
subject  is  applicable  alike  to  the  respective  powers  of  the  Federal 
and  State  Governments  within  their  respective  spheres,  not  only  as 
applying  to  the  railroads  but  with  equal  force  to  all  public  utilities. 
Of  course,  it  is  conceded  that  there  may  sometimes  be  a  conflict  of 
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jurisdiction  between  the  two  separate  sovereignties,  should  both  at- 
tempt to  exercise  the  same  power  over  the  same  subject  at  the  same 
time;  but  good  will  and  an  organized  effort  toward  harmonious  rela- 
tions between  Federal  and  State  powers,  fighting  as  it  were,  a  common 
enemy,  with  a  determination  that  the  evils  abroad  in  the  land  shall 
not  control  both  powers  by  playing  upon  the  prejudices  and  jealousies 
that  may  exist  or  be  aroused  between  the  two  sovereignties,  will 
reduce  the  question  of  conflict  of  jurisdiction  to  a  minimum.  Waiv- 
ing for  the  present  this  question,  and  confining  our  discussion  to  the 
general  proposition,  we  desire  our  views  to  be  regarded  as  applying 
to  both.  Your  committee,  however,  favors  Federal  control  and  vol- 
untary Federal  charters  where  conditions  bring  the  subject  matter 
within  its  jurisdiction,  and  we  believe  that,  generally,  Federal  juris- 
diction may  be  asserted.  But  where  it  may  not  be  exercised  there 
should  be  as  nearly  as  practicable  uniform  State  legislation,  molded 
after  such  Federal  laws,  so  that  when  an  intrastate  corporation 
reaches  such  proportions  that  it  would  engage  in  interstate  commerce 
it  may  do  so  without  material  change  of  base. 

It  is  the  thought  of  the  proponents  of  this  first  means  of  control 
that  the  Government  shall  exercise  absolute  authority  over  all  cor- 
porate issues  of  securities  in  the  future ;  that  before  any  new  stock  or 
bonds  may  be  issued  by  a  railway  company  such  company,  as  a  con- 
dition precedent,  shall  present  its  formal  application  to  whatever 
authority  may  be  designated  by  law,  and  shall  set  forth  the  amount 
and  character  of  the  issue  desired,  the  purpose  of  the  same,  a  detailed 
statement  of  the  addition,  improvement,  or  extension  to  be  made  (if 
such  be  the  purpose),  a  full  statement  of  the  assets  and  liabilities 
of  such  company,  and  such  other  facts  as  may  be  required;  the  law 
to  specify  the  purposes  for  which  stock  and  bonds  may  be  issued. 
The  public  authority  will  thereupon  fix  a  time  of  hearing  and  fully 
investigate  the  proposed  transaction  and  approve  or  disapprove  the 
application  in  whole  or  in  part.  If  the  issue  be  authorized  the  public 
authority  shall  fix  the  amount  found  by  it  to  be  necessary  for  the 
purposes  stated  in  the  application  and  fix  a  minimum  price  at  which 
such  stock  or  bonds  may  be  sold.  Such  authority  shall  direct  the 
application  of  the  proceeds  to  the  specific  purposes  provided  by  law 
and  set  forth  in  the  application,  and  cause  report  in  detail  of  the 
expenditures  so  made,  together  with  certain  other  facts  for  the  pur- 
poses of  public  inspection  and  record;  appropriate  penalties  to  be 
provided  for  any  departure  from  the  order  made  by  such  public 
authority. 

The  second  proposition  contemplates  that  application  and  approval 
shall  not  be  a  prerequisite,  but  that  a  railroad  company  issuing  stock 
or  bonds  shall  be  required  to  furnish  the  national  or  State  authority, 
at  the  time  of  issue,  with  a  statement  in  detail  as  to  the  issue,  the 
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pmount  of  the  proceeds,  and  the  purposes  for  which  the  proceeds  are 
to  be  used,  to  be  later  followed  by  an  accounting  for  such  proceeds 
as  a  matter  of  public  record,  and  also  a  full  and  accurate  report  to 
the  stockholders  of  such  corporation. 

The  third  proposition  speaks  for  itself  and  simply  means  "  hands 
off  "  by  permitting  the  corporations  to  have  the  absolute  control  in 
the  issuance  and  sale  of  their  stocks  and  bonds,  as  in  the  past. 

Your  committee;  of  course,  protests  against  the  third  proposition. 

In  support  of  the  first  proposition,  it  is  urged  that  such  super- 
vision would  greatly  reduce  the  growing  and  increasing  obligations 
of  railroads;  that  there  would  be  a  positive  stop  put  upon  the  un- 
scrupulous practices  of  security  manipulators;  that  the  intitial  step 
would  not  be  taken  in  a  questionable  transaction  which  required  the 
sanction  of  the  public  authority  in  the  first  instance;  and  that  the 
public  would  know  what  moneys  were  to  be  derived  from  future 
issues,  the  application  of  the  same,  and  have  opportunity  to  protest 
in  advance.  To  these  expectations  we  can  assent.  It  is  claimed  that 
the  sanction  by  the  governmental  authority  of  the  stock  or  bonds 
issued  under  its  approval  would  make  the  same  more  readily  market- 
able and  at  higher  values.  We  concede  it  is  possible  that  this  theory 
may  be  correct,  yet  it  is  claimed  that  this  very  authorization  might 
be  disastrous  to  the  purchasing  public,  since  the  administrative  au- 
thority can  not  guarantee  any  issue  as  to  its  value.  We  do  not,  how- 
ever, believe  this  objection  tenable. 

There  are  so  many  other  factors  upon  which  the  solvency  of  a  cor- 
poration may  depend,  aside  from  the  mere  approval  of  its  necessities 
for  additional  funds  at  the  hands  of  public  authority,  that  such 
approval  would  carry  with  it  no  guaranty  as  to  the  value  of  the 
security,  and  yet  we  submit  this  approval  might  be  urged  to  procure 
a  higher  price  and  a  more  ready  market  for  the  issue. 

Again,  who  shall  want  to  assume  to  say  at  what  price  a  security 
shall  be  marketed?  Under  normal  conditions  such  instruments  have 
a  varying  value.  This  variation  is  marked  by  the  days,  weeks, 
months,  or  the  year.  The  value  may  be  affected  most  keenly  by  the 
crops,  weather  conditions,  money  market,  floods,  famines,  etc.  The 
value  of  new  issues  put  upon  the  market  depends  upon  the  character 
of  the  institution  offering  them.  They  may  readily  command  par, 
and  they  may  not  be  marketable  at  all.  It  may  be  a  new  enterprise 
whose  face  is  unknown  to  the  financial  world,  and  one  whose  promise 
may  not  at  once  be  flattering,  while  at  the  same  time  public  exigency 
might  demand  the  enterprise  even  at  a  sacrifice,  and  the  future  prove 
the  wisdom  of  the  undertaking. 

In  the  mind  of  the  general  public  this  first  proposition  meets  with 
hearty  approval,  and  we  submit  that,  theoretically,  in  view  of  the 
breach  of  public  confidence  on  the  part  of  railway  companies,  it 
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would  seem  not  only  just  and  proper  but  a  satisfactory  solution  of  a 
vexatious  problem.  But  upon  full  analysis  of  conditions,  present 
and  prospective,  we  hesitate  to  say  the  time  is  ripe  for  legislation  to 
such  extent  upon  the  part  of  either  the  Federal  or  State  Government 
and  question  if  less  stringent  laws  would  not  bring  better  results. 

The  United  States  with  its  vast  area  is  diversified  in  the  character 
of  its  products  and  resources  and  not  equally  developed  in  all  sec- 
tions. The  demand  for  railroads  in  many  sections  is  very  great,  yet 
capital  has  not  been  attracted  in  that  direction,  while  in  other  sections 
we  find  parallel  and,  nominally  at  least,  competing  lines  equal  to 
every  need.  Some  States  require  a  certificate  of  public  necessity 
before  a  new  line  of  railway  may  be  constructed,  such  requirement 
arising  out  of  the  presumption  that  the  public  in  that  section  is 
already  provided  for.  We  can  subscribe  to  the  requirement  of  the 
public  necessity  certificate,  but  a  hard  and  fast  rule  requiring 
stocks  and  bonds  to  be  sold  at  par,  or  fixing  a  minimum  price  at 
which  the  same  may  be  sold  is  a  very  different  proposition.  If  com- 

lissions  were  infallible,  and  made  no  mistakes,  or  were  always  in 
step  with  public  needs  and  in  close  touch  with  the  financial  world, 
=uch  requirement  might  work  no  particular  harm ;  but  standing  with 
our  back  to  a  half  century  of  practically  unregulated  transactions 
under  governmental  sanctions,  as  it  were,  and  involving  so  great  a 

>rtion  of  the  nation's  wealth,  it  is  a  long  step  from  such  condition 
to  a  condition  of  strict  regulation  approximating  absolute  govern- 
mental control. 

The  laws  of  certain  States  provide  that  the  bonded  indebtedness 
shall  not  exceed  the  par  value  of  stock  outstanding,  which  provision 

las  been  the  cause,  no  doubt,  of  much  stock  being  sold  at  a  sacrifice, 
or  issued  as  a  bonus  to  induce  the  purchase  of  bonds.  It  seems 
that  even  at  this  late  day,  in  the  full  light  of  past  transactions,  the 
distinction  between  stocks  and  bonds  is  not  comprehended.  If  the 
stockholders'  equity  is  to  be  measured  by  the  par  value  of  outstand- 
ing stock,  then  stock  should  not  be  issued  for  less  than  par;  but  as 
stock  represents  the  interest  the  holder  has  in  the  property,  it  should 

lean  that,  in  fact,  the  original  purchaser  paid  into  the  property  the 

ralne  which  such  stock  represents.     Stock  should  represent,  not  mis- 

spresent,  the  actual  cash  value  of  the  asset  paid  to  the  company  and 

10  more,  whether  such  stock  has  or  has  not  a  par  value.  If  the 
investment  be  or  be  not  a  gamble,  let  every  man  put  his  money  on 
the  table  and  take  his  chances.  If  the  venture  proves  a  success,  he 

rins;  if  not,  he  loses.  If  he  loses,  the  public  should  not  pay  the 
loss;  and  if  he  wins,  he  should  be  entitled  to  a  profit  commensurate 

rith  the  risk,  and  such  profit  should  not  be  measured  by  ordinary 
interest  rates. 


214         NATIONAL  ASSOCIATION    OF    RAILWAY   COMMISSIONERS. 

As  to  bonds,  there  is  an  obligation  to  pay  the  principal  at  a  stated 
period,  as  well  as  the  stipulated  rate  of  interest  periodically,  which 
interest  becomes  a  fixed  annual  charge  against  the  property,  and 
must  be  paid.  Dividends  upon  stock  depend  upon  the  earnings 
over  and  above  expense  of  operation,  interest,  and  taxes.  The  value 
of  the  equity  of  the  stockholder  in  the  property,  after  all,  is  measured 
by  the  cash  arising  from  the  sale  of  such  stock  and  actually  going 
into  the  property,  rather  than  the  par  value  of  the  stock.  Par  value 
may  not,  and  frequently  does  not,  mean  that  equivalent  value  has 
gone  into  the  property.  As  a  safeguard  to  bondholders,  and  as  a 
barrier  against  overburdening  a  railroad  with  fixed  charges,  the 
amount  of  bonds  issued  could  be  made  to  bear  some  certain  relation 
to  the  amount  of  stock  outstanding;  yet  such  requirements,  when 
fixed  at  equal  amounts,  may  work  harm.  It  would  seem  that  this 
ratio  should  be  left  to  the  sound  discretion  of  the  public  authority 
controlling  the  issue  of  such  securities. 

We  must  go  on  improving,  developing,  and  extending  railroads 
by  reason  of  public  necessity,  regardless  of  past  fictitious  capitaliza- 
tion; neither  may  we  take  into  account  such  fictitious  capitalization 
in  the  authorization  of  securities  for  future  improvements,  unless  it 
appears  a  hopeless  task,  in  which  event  there  should  be  a  valuation 
of  the  property  by  public  authority  and  a  reorganization;  and  if  such 
reorganization  be  by  way  of  the  courts,  then  the  courts  should  be 
bound  to  respect  the  valuation  so  fixed  and  force  a  reorganization  on 
that  basis. 

In  all  cases  of  extensions,  additions,  acquirements  of  new  property, 
etc.,  to  be  paid  for  by  new  securities,  the  public  authority  should 
ascertain  the  reasonable  value  thereof  and  know  that  the  proceeds 
of  such  securities  are  expended  for  that  purpose  and  no  other.  If 
bonds  are  sold  below  par  we  believe  a  fund  should  be  provided  to 
meet  the  difference.  If  the  public  demands  an  enterprise  whose 
bonds  will  not  bring  par,  the  rate  for  service  should  be  sufficient  to 
in  time  pay  the  discount.  Rate  of  return  upon  investments  must  be 
greater  than  that  in  less  hazardous  business,  else  railway  develop- 
ment may  come  to  a  standstill,  which  condition  we  must  avert.  Even 
if  our  policy  in  the  past  has  been  a  reckless  one,  it  must  continue  for 
a  time  to  be  a  fairly  liberal  one,  and  to  a  great  extent  a  policy 
education. 

The  general  public  is  interested  in  the  securities  of  our  publi 
service  corporations,  and  the  General  Government  as  well  as  the  se 
era!  States  are  likewise  vitally  interested  in  the  stability  of  such  se- 
curities and  the  growth  of  railroads.     This  interest  is  paramount  to 
that  of  the  shipper  who  is  interested  alone  in  his  rates  or  that  of  the 
bond  owner  who  is  looking  with  an  eye  single  to  the  profit  of  his 
transaction.     We  feel  that  it  is  more  incumbent  upon  the  Government 
to  manifest  at  this  time  rather  its  wisdom  than  the  extent  of  its  power 
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The  more  nearly  we  approach  absolute  governmental  control  the 
more  we  discourage  individual  energy  and  encourage  individual  in- 
difference, and  as  a  consequence  stifle  development.  The  capitaliza- 
tion of  railroads  has  gained  undue  impetus  by  our  own  acts  of  omis- 
sion, and  it  is  hardly  consistent  to  now  strike  wildly  at  the  structural 
integrity  of  our  whole  railway  system.  We  should  not  treat  super- 
ficially the  symptoms,  but  rather  the  seat  of  the  disease,  lest  the 
remedy  applied  do  more  harm  than  good  by  reason  of  functional  dis- 
orders due  to  our  past  dissipation.  We  should  consider  the  problem 
presented,  admitting  its  imperfections,  with  the  view  of  solving  it  to 
the  greatest  public  good.  Legislation  in  the  extreme  is  likely  to  lead 
to  confusion  and  inefficient  service.  The  germ  of  the  obligations  and 
duties  of  a  corporation  should  be  found  in  its  charter,  in  which  respect 
our  laws  of  incorporation,  generally  speaking,  have  been  at  fault. 

The  errors  in  the  history  of  railroad  financing  and  management 
are  not  inherent  because  of  the  public  nature  of  the  enterprise,  but 
incident  to  lack  of  timely  legislation  controlling  and  limiting  concen- 
tration of  capital.  Capital  should  not  be  unduly  discouraged,  but 
encouraged  to  invest  in  railroads  with  a  reasonable  assurance  of  fair 
profit;  but  every  investment  should  be  a  public  record  and  open  to 
public  inspection.  Even  if  demand  should  control  the  selling  price 
of  securities,  a  public  body  should  control  the  application  of  the  pro- 
ceeds. Legislation  should  be  such  that  the  investor  may  know  that 
the  money  paid  will  go  into  the  property  and  not  be  diverted.  Well 
defined  legislation  fixing  reasonable  limits  of  activity  with  efficient 
public  supervision,  publicity  of  all  transactions  affecting  public  in- 
terest, and  official  inspection  of  records  would  have  a  most  salutary 
effect,  with  no  resultant  harm. 

There  are  two  classes  of  people  with  whom  we  are  concerned  in 
the  matter  of  security  issues,  viz,  the  public,  who  must  use  the  high- 
ways of  commerce,  and  the  purchaser.  The  company  issuing  the 
securities  is  supposed  to  take  care  of  its  own  interests,  which  power 
should  be  interfered  with  only  so  far  as  is  necessary  to  protect  the 
other  two  classes.  If  we  hold  the  issuing  company  to  a  strict  ac- 
countability for  its  conduct,  we  have  in  a  very  large  measure  pro- 
tected the  patron  and  the  purchaser  without  undue  interference  with 
the  company's  internal  affairs  in  a  matter  that  is  perhaps  the  most 
delicate  of  all  its  concerns.  The  responsibility  for  assuming,  in  a 
sense,  the  shaping  of  the  financial  affairs  of  all  these  great  concerns 
is  one  from  which  a  body  of  intelligent  men  would  naturally  shrink, 
especially  when  they  contemplate  the  difficulties  which  beset  men 
who  have  only  one  concern  to  direct.  While  additional  legislation 
no  doubt  is  demanded,  we  question  the  wisdom  of  the  extreme  meas- 
ures contemplated  by  the  first  proposition.  We  are  mindful  of  the 
fact  that  some  States  have  already  conferred  this  authority  upon 
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their  commissions,  and  that  that  power  is  now  being  exercised,  but 
it  is  likewise  true  that  it  has  not  been  demonstrated  that  such  grant 
of  authority  is  the  better  policy  or  that  the  exercise  will  finally  be 
beneficial  to  the  public  good. 

If  the  corporation  should  be  required  to  make  a  report  of  its  own 
transactions,  showing,  as  the  statute  would  require  under  penalties, 
exact  facts  concerning  every  issue  of  stock  and  bonds,  and  the  public 
authority  had  full  power  to  investigate  all  those  transactions  and 
the  right  to  call  for  all  the  necessary  records,  including  the  interest 
of  every  director,  officer,  or  servant  in  the  corporation's  affairs,  there 
would  be  such  a  check  and  restraint  as  would  be  a  great  stop-gap  to 
maladministration.  The  entire  responsibility  for  the  conduct  of  the 
corporation's  affairs  would  still  be  in  the  hands  of  its  officers,  and 
those  matters  of  internal  policy  would  be  undisturbed;  at  the  same 
time  the  light  of  publicity  would  be  so  searchingly  thrown  upon  those 
transactions  that  anything  savoring  of  jobbery  would  be  easily  and 
quickly  discovered  and  the  guilty  promptly  punished. 

O.  H.  HUGHES, 

Chairman. 

Mr.  MALTBIE,  of  New  York.  May  T  ask  the  chairman  of  the  com- 
mittee one  question?  I  suppose  this  refers  merely  to  State  regula- 
tions and  does  not  cover  the  question  of  national  regulation  ? 

Mr.  HUGHES,  of  Ohio.  It  treats  the  subject  with  relation  to  both 
sovereignties,  both  Federal  and  State  control. 

Mr.  MALTBIE,  of  New  York.  When  you  get  through  I  would  like 
to  say  something. 

Mr.  HUGHES  of  Ohio.  The  chairman  is  through,  unless  requested 
to  read  the  report  for  the  information  of  the  convention.     I  do  thi 
because  of  the  suggestions  that  have  been  made  heretofore  as  to  tl 
amount  of  business  to  be  considered  and  the  shortness  of  time. 

Mr.  MALTBIE  of  New  York.  In  view  of  the  fact  that  there  is 
my  own  opinion  a  great  difference  on  the  question  of  national  reg 
lation  of  securities  and  State  regulation  of  securities,  it  seems 
me  that  if  the  recommendation  were  confined  to  State  question 
State  regulation  of  securities,  it  would  be  one  upon  which  many  oi 
us  could  agree.    If  it  is  to  cover  the  question  of  national  regulation, 
then,  of  course,  the  word  "  reasonable  "  becomes  extremely  important 
I  suppose  that  if  it  applies  to  the  public  regulation  of  securiti< 
by  State  corporations  that  under  any  construction  of  "reasonable" 
regulation  the  recommendation  would  mean  that  there  must  be  soi 
regulation.     Of  course,  "reasonable"  is  a  word  which  offers  ai 
suggests  a  great  many  interpretations,  beginning  at  one  extrem 
meaning  practically  nothing  and  reaching  the  other  extreme  wher 
it  means  very  strict  supervision  and  regulation. 
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For  one  I  should  not  like  to  vote  for  any  opinion  or  any  report 
or  recommendation  in  this  convention  which  at  this  time  indicates 
or  might  be  construed  in  any  way  as  indicating  that  we  stand  for 
the  national  regulation  of  securities  issued  by  State  corporations. 
Now,  that  may  be  advisable.  I  do  not  suppose  we  ought  to  open 
the  door  for  the  discussion  of  that  question,  upon  which  there  has 
been  a  report  made  by  a  national  commission,  of  which  President 
Hadley  was  chairman.  But  I  suggest  for  the  purpose  of  simplifi- 
cation that  the  recommendation  be  confined  to  State  regulation  and 
State  supervision. 

The  PRESIDENT.  Do  you  make  such  a  motion  ? 

Mr.  MALTBIE,  of  New  York.  I  so  move. 

The  PRESIDENT.  It  is  moved  that  the  recommendation,  as  I  under- 
stand it,  be  limited  to  State  regulation? 

Mr.  MALTBIE  of  New  York.  Yes. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  In  re- 
spect to  this  report,  it  is  like  a  good  many  others  which  have  been 
presented  here;  it  has  been  prepared  without  a  meeting  of  the  full 
committee  and  a  discussion  of  the  details  of  the  report  by  any  ses- 
sion of  the  committee.  That  seemed  to  be  impracticable,  as  Mr. 
Hughes,  the  chairman  of  the  committee,  knows. 

There  being  some  question  as  to  how  far  the  Federal  Govern- 
ment should  undertake  to  control  capitalization,  and  how  far  the 
State  could  do  it,  the  report  carefully  avoids  any  discussion  of  that 
question  for  the  very  purpose  of  not  undertaking  to  force  a  declara- 
tion of  the  views  of  this  convention  with  respect  to  that  particular 
question. 

If  it  is  to  be  amended  in  such  a  way  as  to  confine  it  to  State  regu- 
lation, and  thereby  leave  the  inference  that  it  is  not  to  be  done  by 
the  Federal  Government  in  any  degree,  for  one  I  do  not  want  to 
sit  by  without  expressing  my  own  views  on  that  question.  If 
proper  regulation  can  be  effected  by  the  States,  and  will  be  effected 
by  them  all,  so  much  the  better.  I  do  not  believe  in  any  activities 
of  the  Federal  Government  beyond  what  are  necessary.  But  I  would 
not  for  a  moment  admit  that  the  Federal  Government  has  not  the 
power  and  the  duty  to  properly  enforce  regulation  of  the  capitaliza- 
tion of  roads  engaged  in  interstate  commerce  if  the  States  do  not 
do  it- 
While  I  believe  in  State  authority  and  the  exercise  of  it,  we  have 
had  it  illustrated  in  the  past,  even  with  regard  to  the  regulation  of 
rates;  for  a  long  time  it  was  not  taken  over  by  the  Federal  Gov- 
ernment, because  the  States  were  doing  it  more  or  less,  and  even 
the  Supreme  Court  held  in  many  cases  substantially  that  there  was 
no  objection,  that  the  law  was  not  vitiated  when  enacted  by  a  State 
to  regulate  commerce  and  rates,  and  so  forth,  even  though  it  affected 
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interstate  commerce;  that  the  States  were  not  ousted  until  the 
Federal  Government  took  hold  of  the  subject;  and  therefore  the 
State  legislation  was  good  as  far  as  it  went,  although  it  did  affect 
interstate  commerce. 

There  can  not  be  two  conflicting  jurisdictions  dealing  with  the 
same  question  at  the  same  time  in  the  same  place.  Therefore,  if 
all  of  the  States  adequately  regulate  these  matters  for  the  protec- 
tion of  the  people  who  are  interested  in  them,  there  will  be  no 
occasion  for  the  Federal  Government  to  assert  its  authority.  But 
you  know  we  have  had  some  States  where  incorporation  has  been 
very  wide  open.  Some  carrying  companies  have  been  incorporated 
with  the  utmost  freedom,  an  ex  parte  presentation  to  a  court  for 
a  charter  allowing  them  to  engage  in  almost  everything  that  could 
be  mentioned — the  operation  and  purchase  of  coal  mines,  timber- 
lands,  and  all  of  these  things  combined.  We  have  had  some  pretty 
sad  experiences  in  the  development  of  this  course  of  permitting 
common  carriers  to  engage  in  everything  in  addition  to  carrying, 
the  officers  and  agents  of  the  corporation  itself  to  make  investments 
in  the  property  that  is  to  be  developed,  and  the  products  of  it  to  be 
shipped  over  the  roads  in  competition  with  independent  operators. 

I  need  not  waste  any  time  in  talking  about  what  was  developed  in 
the  coal  inquiry,  of  what  is  known  to  all'of  you  about  these  things. 
I  refer  to  them  only  to  show  the  loose  manner  in  which  common- 
carrier  companies  were  incorporated  and  authorized.  They  go  to  the 
States  that  give  them  the  greatest  latitude  to  get  their  authority, 
and  this  authority  has  been  exercised  in  many  cases  without  due 
restraint  as  to  capitalization. 

They  are  simply  authorized  to  do  whatever  they  ask  to  be  allowed 
to  do  in  the  way  of  issuing  bonds  and  stocks,  whether  there  is  any 
money  invested  or  not  by  the  parties.  Some  roads  have  been  built  by 
the  sale  of  bonds,  and  the  money  that  the  bonds  were  sold  for  has 
built  the  road.  Then  upon  that  has  been  put  one  layer  of  preferred 
stock  and  another  of  common  stock,  so  that  if  there  ever  was  a  sur- 
plus  it  could  never  be  used  as  an  argument  for  reducing  rates,  but 
which  would  be  absorbed  by  this  inflated  capitalization  which  repre- 
sented nothing  except  a  speculative  interest  in  the  enterprise. 

I  need  not  waste  time  again  in  talking  of  the  scandalous  things 
that  have  been  developed  in  the  way  of  capitalization,  of  particular 
instances.  It  is  not  as  frequent  now  as  it  has  been  in  the  past.  Pub- 
licity and  public  opinion  are  very  powerful,  and  even  those  who  do 
things  that  were  indefensible  are  influenced  and  restrained  power- 
fully by  public  opinion  when  it  is  awake  and  ready  to  express  itself. 

But  there  are  men,  and  there  always  will  be  those,  who  are  aggres- 
sive and  daring  enough  to  defy  public  opinion  and  go  to  the  limit  of 
what  they  may  do  under  the  law,  and  consider  everything  lawful 
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and  everything  moral  that  does  not  cause  them  to  cross  the  door 
into  the  jail. 

It  would  be  the  most  desirable  thing  if  all  of  the  States — I  believe 
there  are  48  of  them  now — would  effectively  regulate  these  matters 
so  as  to  protect  the  public. 

It  is  often  said  that  capitalization  has  nothing  to  do  with  the 
question  of  reasonable  rates.  Perhaps  legally  and  technically  speak- 
ing that  is  true,  but  as  a  matter  of  fact  it  is  never  left  out  of  view. 
When  we  have  a  contest,  as  in  the  Nebraska  case,  decided  by  the 
Supreme  Court,  Smythe  v.  Ames,  and  in  many  other  cases,  where 
a  large  body  of  rates  are  involved,  whether  in  a  whole  State  or  a 
large  part  of  it,  and  the  action  of  the  regulating  body  is  called  in 
question  in  court  as  being  confiscatory,  although  we  are  told  that 
capitalization  and  stocks  have  nothing  to  do  with  the  rates  in  deter- 
mining whether  they  are  reasonable  or  not,  the  first  thing  that  is 
done  by  the  astute  attorneys  representing  the  corporation  is  to  put 
down  before  the  court  the  capitalization,  the  bonds,  the  fixed  charges 
along  with  the  taxes,  the  amount  necessary  to  be  raised  to  pay  in- 
terest on  the  bonds;  then  the  capital  stock;  then  in  another  column 
you  have  the  figures  of  the  gross  earnings  and  the  operating  expenses 
deducted  from  that  to  see  what  is  left.  Then  you  take  off  the  fixed 
charges  to  pay  the  interest  and  taxes,  and  then  see  what  is  still  left. 
Then  the  court  is  told  that  there  is  only  a  little  left,  and  that  is  all 
that  the  stockholders  can  get  anything  out  of ;  it  amounts  to  1  per  cent 
or  2  per  cent  or  2^  per  cent  or  something,  and  of  course  the  court 
is  asked  to  say  that  is  not  an  unreasonable  return.  So,  as  a  matter 
of  fact,  although  in  one  breath  it  is  said  these  things  have  nothing 
to  do  with  the  rate,  they  are  the  very  things  that  are  put  up  to  defeat 
the  rate  that  has  been  prescribed  by  regulating  authorities  to  prove 
its  action  is  confiscatory. 

You  reply  and  say  it  does  not  represent  an  actual  investment. 
Then  comes  the  quick  reply,  whether  it  did  or  not  it  was  not  forbid- 
den by  law;  it  was  therefore  legally  done;  it  was  done  under  charter 
authority  and  the  innocent  are  brought  in  view — the  innocent  pur- 
chasers, particularly  the  widow  and  orphan ;  that  although  it  was  no 
investment,  still  it  is  an  obligation  that  has  been  issued  by  authority 
of  law  and  not  condemned  by  law;  the  innocent  have  been  induced 
to  invest  their  money  in  these  securities,  and,  they  say,  will  the  whole 
people  of  the  United  States  for  their  own  benefit  repudiate  these 
obligations  and  put  the  entire  loss  upon  the  innocent  purchasers, 
including  the  widow  and  the  orphan? 

So  that  we  ma}^  theorize  as  much  as  we  please  about  it  having 
nothing  to  do  with  the  reasonableness  of  rates.  It  will  confront 
you  every  time  you  make  a  system  of  rates  that  are  challenged  as 
71466—13 15 
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being  confiscatory,  and  the  courts  will  look  at  it.  Are  the  courts 
going  to  take  off  on  the  side  a  collateral  issue  and  go  into  the  question 
as  to  whether  or  not  the  purchaser  had  notice  of  this  or  not?  If  the 
court  did  do  it,  there  was  no  law  to  prohibit  it ;  it  has  been  done  law- 
fully. And  the  people  themselves  will  say,  and  I  have  even  heard 
it  said,  that  Avhatever  you  are  going  to  do  in  the  future  let  bygones 
be  bygones  and  do  not  put  the  entire  burden  of  all  these  mismanage- 
ments— and  I  might  say,  morally  speaking,  fraudulent  transactions — 
don't  put  the  burden  of  their  correction  upon  the  innocent  holder. 

It  is  often  said  if  you  regulate  these  things  too  much  you  stop 
investment  in  new  roads  and  the  extension  of  roads,  and  so  forth, 
and  we  are  cautioned  against  that.  It  is  all  right  to  be  cautioned. 
We  do  not  want  to  do  what  is  unreasonable  about  it.  It  is  not  the 
purpose  to  suppress  railroad  building  or  discourage  it.  There  ought 
to  be  a  liberal  policy  and  a  just  one  and  a  sane  one ;  but  not  a  policy 
wide  open  to  the  adventurer,  the  speculator,  and  the  manipulator  to 
exploit  these  things  without  any  restraint,  and  then  have  the  public 
make  good  all  of  this  paper  and  securities  which  have  been  issued. 

Again,  I  repeat,  it  would  be  the  ideal  thing  if  the  States  would  all 
act  with  uniformity  and  promptness,  and  effectively  restrain  these 
matters  and  regulate  them.  But  when  do  you  expect  that  to  happen 
in  every  one  of  the  48  States  ?  I  hope  it  will.  I  wish  they  would ; 
and  if  they  would,  there  would  be  no  occasion  for  the  Federal  Gov- 
ernment to  deal  with  the  subject.  But  I  am  not  willing  to  stand 
here  and  say  even  inferentially  that  it  is  not  to  be  considered  the 
Federal  Government  may  do  its  duty  in  these  matters. 

The  regulation  of  commerce  among  the  States  was  committed  to 
it.  Is  it  to  be  laid  out  of  view  and  go  out  of  business  in  regard  to 
these  matters  affecting  interstate  commerce  because  some  of  the 
States  will  not  do  what  is  necessary  in  order  to  protect  the  public? 

Therefore  this  report,  as  you  have  already  been  told  by  the  chair- 
man, does  not  deal  with  the  question  as  to  who  shall  do  it.  Some- 
body ought  to  do  it,  and  do  it  reasonably. 

Publicity  is  good,  but  publicity  is  not  entirely  adequate  for  th 
who  defy  public  opinion  as  well  as  good  morals,  and  there  are  so 
of  them  large  enough,  experienced  in  it  enough,  so  that  publicity  1 
not  going  to  restrain  them  as  it  should.  I  am  in  favor  of  that  to  the 
fullest  extent.  I  am  in  favor  of  it  by  the  States,  and  if  the  States 
will  do  it  effectively,  that  is  the  better  way  to  do  it.  But  I  appre- 
hend that  some  of  them  have  great  difficulty  in  making  it  effective  as 
against  corporations  taking  charters  in  other  States. 

I  had  felt  that  for  the  present  we  could  talk  about  the  necessit 
of  proper,  reasonable  regulations,  without  stopping  to  discuss  th 
question  at  this  particular  time  as  to  how  much  of  it  is  to  be  done  b; 
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•  the  States  and  when  the  Federal  Government  should  do  it  if  the 
States  do  not. 

For  my  own  part,  I  doubt  very  much  whether  it  will  be  done  in 
our  day  effectively  unless  the  Federal  Government  deals  with  it 
because  of  the  number  of  the  States  and  the  varying  views  in 
different  States  and  the  inability  of  one  State  to  control  or  properly 
affect  the  action  of  another  State  with  respect  to  corporations,  which 
under  the  Federal  law  are  authorized  to  operate  across  State  lines. 

As  to  any  restraint  upon  railroad  development,  and  so  forth,  I  am 
not  impressed  with  the  idea  that  we  have  gone  far  enough  yet,  or 
that  anybody  threatens  to  go  far  enough  in  the  way  of  regulating 
this  matter  to  stop  legitimate,  decent,  and  advisable  investments. 

There  have  been  built  in  the  last  few  years  some  very  large  systems 
of  railways.  There  is  the  Western  Pacific,  the  Puget  Sound,  the 
Orient,  the  Virginian  Railway,  and  various  other  pieces  and  parts  of 
road.  Railroad  building  has  not  come  to  a  standstill,  notwithstand- 
ing we  see  some  intimations  of  that  sort  sometimes  in  some  of  the 
editorials  and  publications  in  the  papers  to  the  effect  that  regulation 
is  destroying  everything. 

It  is  also  a  further  fact  that,  when  you  take  a  period  of  years 
in  the  past  under  regulation,  there  has  been  a  constant  annual  in- 
crease of  the  per  cent  of  dividends  on  the  stocks  of  the  railroads 
of  this  country  and  a  constant  increase  in  the  percentage  of  stocks 
that  pay  dividends. 

There  has  been  built  in  this  country  within  the  three  years  cover-* 
ing  the  period  up  to  the  last  full  report  on  the  subject  some  15,000 
miles  of  railroad— about  5,000  a  year.  Railroad  building  has  not. 
come  to  a  standstill. 

The  policy  ought  to  be  liberal.  There  ought  not  to  be  unjust  regu- 
lations, but  the  investor  ought  to  be  protected.  I  do  not  speak  o£ 
him  in  the  first  instance,  but  if  under  the  authority  of  the  laws  of  a. 
State  trustees  and  fiduciary  representatives  are  to  be  permitted 
to  make  investments,  they  are  entitled  to  some  protection  for  those; 
they  represent  in  respect  of  these  stocks. 

If  some  roads  were  not  built,  perhaps  the  country  as  a  people- 
would  be  better  off  than  by  having  them  built  a  long  way  in  advance 
of  the  need;  and,  having  been  built,  will  always  have  to  go  on 
crutches,  like  some  of  them  do  now.  when  not  properly  located  or  not 
properly  built. 

1  believe  in  the  expansion  of  railroad  systems,  and  I  believe  in  it; 
on  a  sound  business  basis.  For  one  I  am  perfectly  willing  to  accept 
this  suggestion  in  this  report  favoring  publicity  and  reasonable 
restraint  and  control  by  the  proper  authorities  whenever  necessary. 
That  is  what  I  think  this  means. 
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Mr.  CANDLER,  of  Georgia.  I  agree  absolutely  with  what  has  been  so 
\vell  said  by  Judge  Clements,  whom  I  love  to  claim  as  my  fellow 
statesman.  If  I  understand  the  resolution  proposed  by  the  com- 
mittee, it  is  simply  a  general  declaration  in  favor  of  some  govern- 
mental regulation  or  supervision,  perhaps  a  proper  governmental 
regulation  of  the  issuance  of  stocks  and  securities  by  public-service 
corporations  and  railroads.  I  am  heartily  in  favor  of  that,  and  for 
the  two  reasons  that  Judge  Clements  gave. 

First,  in  the  interest  of  the  people  who  pay  the  rates.  In  my 
•experience  I  have  never  yet  found  a  rate  problem  where  capitaliza- 
tion did  not  have  to  be  considered.  I  do  not  believe  any  of  us  would 
ever  find  one  where  it  did  or  ought  to  have  any  effect  in  law  perhaps; 
but  there  is  a  moral  effect  in  spite  of  it. 

But  we  can  not  get  away  from  the  consideration  of  the  capital  out- 
standing, although  it  may  be  said  it  was  originally  issued  without 
value  and  for  no  consideration.  But  when  that  is  the  case,  and  when 
that  is  admitted,  you  will  find  in  the  present  problem  and  in  the 
present  consideration  there  are  people  who  hold  it  for  value  and  who 
have  some  moral  claim  upon  an  earning  capacity  being  allowed. 

I  am  in  favor  of  it,  certainly,  for  the  reason  that  Judge  Clements 
•advanced  that  the  investing  public  needs  some  protection  and  some 
supervision.  The  masses  of  the  people  who  invest  in  such  securities 
are  without  acquaintance  and  need  expert  information  perhaps,  cer- 
tain information  that  should  be  furnished  by  some  governmental 
establishment.  As  to  the  proper  form  of  supervision,  whether  by  the 
States  or  by  the  Federal  Government,  I  think  the  practical  question 
arises,  and  the  exceedingly  difficult  question  we  have  recently  had  to 
deal  with  in  the  State  of  Georgia.  We  have  substantially  the  same 
law  there  that  you  have  in  New  York,  except  that  our  act  makes  the 
State  commission's  jurisdiction  over  the  stock  and  bond  issues  of  a 
•corporations  subject  to  the  jurisdiction  of  the  commission. 

The  Atlantic  Coast  Line,  which  is  a  Virginia  corporation  and  runs 
through  seven  States,  recently  had  occasion  to  issue  $20,000.000  of 
securities.  That  road  operates  and  owns  700  miles  of  railroad  in  the 
State  of  Georgia.  They  did  not  apply  to  us  for  the  approval  of 
this  bond  issue,  and  they  were  served  with  a  rule  nisi  calling  upon 
them  to  show  cause  why  they  should  not  have  done  so,  and  the  whole 
^question  came  up.  While  the  Federal  Government  has  not  exercised 
its  jurisdiction,  if  it  has  it,  and  we  were  in  a  way  left  free  possibly 
to  deal  with  the  subject,  our  commission  found  this  difficulty,  that 
this  mortgage  to  secure  $20,000,000  of  bonds  had  to  be  a  unit.  It 
could  not  be  divided  by  State  lines.  We  found  this  was  a  Virginia 
corporation:  that  all  of  its  corporate  powers  had  been  granted  by 
the  State  of  Virginia.  We  found,  for  instance,  that  its  executive 
meetings  were  held  in  the  city  of  Richmond,  its  directors — a  certain 
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number  of  them,  perhaps — were  required  to  live  there:  that  was  its 
home  and  its  place  of  business;  and  our  commission  decided  that  the 
issuance  of  stocks,  for  instance,  was  purely  within  the  hands  of  the 
corporation  and  to  be  exercised  accordingly  as  its  creator  had 
directed,  and  that  down  in  Georgia.  600  or  700  miles  from  there, 
that  we  were  unable  to  have  any  voice  in  what  stock  should  be  issued 
by  a  Virginia  corporation,  every  act  in  connection  with  which  was 
extraterritorial  in  so  far  as  Georgia  was  concerned,  and  that  our  laws 
could  not  have  an  extraterritorial  effect;  so  we  decided,  without  diffi- 
culty, that  we  had  no  jurisdiction  over  the  issuance  of  any  stock 
by  this  Virginia  corporation,  engaged  in  business  in  Georgia  even. 
For  a  long  time  we  were  engaged  with  the  problem  as  to  whether 
we  could  regulate  their  security  issues  when  property  in  Georgia, 
being  operated  by  this  Virginia  corporation,  was  involved  as  security 
for  the  bond  issued,  and  our  commission  discussed  that  matter,  not 
only  from  a  legal  standpoint,  but  from  a  practical  standpoint.  We 
found,  for  instance,  that  this  corporation  operated  in  seven  States. 
Their  mortgage  had  to  be  as  a  unit.  Suppose  that  the  State  of  Vir- 
ginia said,  "  Yes,  you  can  issue  your  $20,000,000,"  and  the  State  of 
North  Carolina  said,  "We  will  confine  it  to  $15,000,000,"  and  the 
State  of  South  Carolina  to  10,000,000,  and  the  State  of  Georgia  to 
5.000,000,  and  Florida  said,  "  You  shall  issue  none  at  all,"  what  was 
the  corporation  to  do?  They  could  not  obey  seven  different  juris- 
dictions ;  and  then  we  discussed  this  question  as  to  whether  or  not  this 
railroad  could  perform  its  functions  and  its  duties  in  interstate  com- 
merce without  this  instrumentality — money  of  commerce — and  that  if 
the  Florida  authorities  said  that  they  could  not  secure  the  money  by  a 
mortgage,  and  they  could  not  secure  it  any  other  way,  or  if  Georgia 
had  taken  that  position,  why  there  could  have  been  no  carrying  on 
of  its  duties,  no  carrying  on  of  interstate  commerce,  and  the  question 
became  quite  a  serious  one  then  as  to  whether  or  not  we  were  placing 
on  them  an  absolute  burden,  almost  to  the  point  of  prohibition,  upon 
engaging  in  interstate  commerce.  So  the  Georgia  commission  reached 
the  conclusion  that  this  being  a  foreign  corporation  and  engaged  in 
interstate  commerce,  it  had  no  jurisdiction  over  stock  and  bond 
issues  by  such  a  corporation.  Our  commission  has  insisted,  however, 
that  it  has  jurisdiction  over  every  domestic  corporation,  over  every 
Georgia  corporation,  whether  it  be  engaged  in  interstate  commerce 
or  not ;  that  the  State  of  Georgia  having  brought  it  into  existence  and 
having  created  the  corporation  for  specific  purposes,  and  given  it 
such  powers  as  it  has,  that  it  has  the  right  to  exercise  governmental 
supervision  and  control  thereover;  and  for  that  reason  I  am  not  so 
sure  as  to  what  the  practical  solution  should  be,  and  where  the  divid- 
ing line  between  Federal  supervision  and  State  supervision  will  come 
or  should  fall. 
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I  am  not  sure  that  the  States  can  ever  effectually  regulate  this  sub- 
ject alone,  but  in  me  there  is  inherent  the  spirit  of  generations  past — 
a  belief  very  largely  in  State  powers  and  State  rights,  and  I  have 
not  relinquished  that  belief  and  still  believe  that  way;  and  we  all 
have  recognized  the  fact  that  the  Federal  Government  can  only  deal 
with  some  propositions  effectually,  so  that  from  my  experience  in 
dealing  with  this  one  question  and  from  the  study  our  commission 
has  given  to  it  I  am  heartily  in  favor  of  the  resolution  proposed  by 
the  committee  in  so  far  as  it  simply  declares  in  favor  of  regulation — 
governmental  regulation  or  supervision  by  some  authority.  As  to 
which  authority  shall  exercise  that  power  in  particular  cases,  that  is 
&  question  which  is  going  to  be  difficult  of  solution,  but  which  I  do 
not  believe  is  involved  in  this  particular  discussion. 

Mr.  PRENTIS,  of  Virginia.  Inasmuch  as  the  name  of  a  Virginia  cor- 
poration has  been  brought  into  this  discussion  and  the  activities  of 
the  Georgia  commission  have  been  called  to  your  attention,  perhaps 
there  «?rc  some  gentlemen  here  who  are  wondering  why  the  Virginia 
commission  did  not  investigate  that  $20.000.000  issue.  The  reason 
that  under  the  Virginia  law  for  many  years  we  have  had  embodied  ii 
our  constitution  and  in  our  statutory  law  a  plan  which  accords  pi 
fisely  with  the  report  of  the  Federal  commission,  headed  by  Preside 
Hadley,  of  Yale.  The  Virginia  plan,  the  plan  so  far  considered 
ficient  under  the  Virginia  law,  is  the  publicity  idea.  Xo  corporate 
of  any  sort  can  issue  any  stock  in  Virginia  without  first  filing  a  swoi 
statement  with  the  commission,  which  statement  is  made  a  public- 
record,  showing  the  consideration  for  which  the  stock  is  issued. 
There  is  practically  no  limitation  on  what  they  may  issue  it  for. 
They  may  issue  it  for  services  or  for  property,  and  the  board  of 
directors  are  perfectly  free  to  value  the  property  as  they  please,  and 
in  the  absence  of  fraud  it  is  conclusive,  but  they  must  make  it  public, 
and  any  holder  of  the  new  securities  of  the  Atlantic  Coast  Line  can 
write  to  the  office  in  Richmond  and  find  out  the  precise  consideration 
\vhich  the  company  received  for  that  $20.000,000  of  stock,  and  that 
is  the  situation  with  reference  to  that  particular  issue. 

Now,  coming  to  the  question  under  discussion,  the  committee  tried 
very  carefully  to  avoid  this  discussion.  It  has  certainly  been  an 
interesting  one  to  me,  but  it  is  one  that  has  been  discussed  on  the 
floor  of  this  association  before.  There  is  a  wide  difference  of  opinion 
sibout  it,  and  it  will  never  be  reconciled  at  any  time.  The  States  are 
jealous  of  their  power ;  they  feel  that  they  have  the  right  to  regulate 
the  stock  issues  of  their  own  corporations,  and  they  will  never  will- 
ingly surrender  that  right.  The  committee  recognized  that  difficulty, 
and  have  drawn  a  resolution  that  simply  commits  this  body  to  the 
policy  of  regulating  stock  issues  by  public  authority,  and  it  seems 
to  me  that  any  man  who  believes  that  the  State  ought  to  regulate 
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these  issues — and  I  think  that  the  State  ought  to  do  it — that  any  man 
who  has  that  feeling  can  safely  vote  for  this  resolution.  It  simply 
favors  public  regulation. 

Mr.  MALTBIE,  of  New  York.  Some  one  has  handed  me  a  substitute 
for  the  motion  I  made,  and  I  am  entirely  satisfied  with  it,  and  I 
think  it  will  leave  no  misunderstanding  if  adopted,  and  I  wish  now 
to  substitute  for  my  former  motion  the  following: 

Resolved  further,  That  as  the  regulation  of  capitalization  by  the  Federal 
Government  has  not  been  made  any  part  of  the  committee's  report  no  recom- 
mendation is  made  with  regard  thereto,  nor  is  any  opinion  for  or  a  gainst  such 
regulation  expressed  or  implied. 

Mr.  FINN,  of  Kentucky.  I  move  to  amend  the  resolution  as  follows : 

Resolved,  That  it  is  the  sense  of  this  association  that  Federal  regulation 
shall  not  be  in  lieu  of  State  regulation  in  matters  pertaining  to  the  regulation 
or  supervision  of  public  service  corporations,  but  that  Federal  regulation  shall 
be  in  addition  to  such  State  regulation. 

Now,  in  explaining  the  significance  of  that  resolution,  I  desire  to 
make  this  statement:  That  there  are  many  questions  which  present 
subject  matter  in  which  both  State  and  Federal  authorities  have  con- 
current jurisdiction.  To  illustrate,  you  may  take  the  regulation  oi 
the  sale  of  liquor,  regulated  both  by  the  Federal  Government  and 
the  State  government.  Frequently  it  turns  out  that  the  penalties 
jrovided  by  the  Federal  authorities  for  the  illegal  sale  of  liquor  are 
lot  deemed  sufficient  penalty  by  the  local  authorities,  and  the  local 
luthorities  can,  in  addition  to  the  penalties  provided  by  the  Federal 

irovernment,  provide  State  penalties.  These  concurrent  jurisdictions 
lo  not  conflict.  They  both  are  recognized,  and,  if  required,  both 
federal  and  State  supervision  may  be  exercised  to  effectively  carry 
>ut  the  purposes  of  the  Government  in  its  dual  form.  So  it  appears 
me  that  there  are  many  questions  relating  to  the  regulation  of 
mblic  service  corporations  that  require  the  strict  supervision  of 
the  Federal  Government  as  well  as  of  the  State  government,  and  it 
is  with  a  view  of  emphasizing  the  recognized  condition  of  our  form 
)f  government,  to  wit.  "that  there  are  occasions  in  which  both  the 

federal  and  the  State  Governments  have  concurrent  jurisdiction," 
that  this  resolution  is  proposed. 

Now,  I  repeat  the  resolution  in  substance,  that  it  is  the  sense  of 
this  association  that  Federal  regulation  shall  not  be  in  lieu  of  State 

Jgulation  in  matters  pertaining  to  the  regulation  or  supervision  of 

jublic-service  corporations,  but  that  Federal  regulation  shall  be  in 
iddition  to  such  State  regulation. 
Mr.  THELEN,  of  California.  I  desire  that  I  might  have  the  oppor- 

mity  to  second  Mr.  Maltbie's  motion,  because  I  believe  as  it  now 

tands  that  it  is  wiser  to  adopt  that  motion  than  to  adopt  Mr.  Finn's 

lotion . 
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Mr.  GOTHLIN,  of  Ohio.  With  regard  to  the  suggestions  of  the  gen- 
tlemen of  the  convention,  it  seems  to  me  that  neither  of  them  really 
add  anything  to  the  intent  which  it  is  the  desire  of  the  committee  to 
convey.  I  understand  that  the  resolution  of  the  committee  simply 
provides,  finst,  for  the  approval  by  this  convention  of  publicity,  and, 
secondly,  of  a  reasonable  amount  of  governmental  control.  It  leaves 
entirely  open  the  question  of  whether  that  control  shall  be  Federal 
or  State,  either  or  both,  and  hampers,  as  I  understand  it,  neither. 

Now.  I  represent  a  commission  to  which  this  question  is  a  very 
live  issue  at  the  present  time.  To  use  a  slang  phrase,  "  We  have 
been  up  against  it  good  and  strong."  Something  over  a  year  ago  the 
Legislature  of  Ohio  made  it  the  mandatory  duty  of  the  public  service 
commission  to  Supervise  the  issuance  of  stocks  and  bonds  and  other 
evidences  of  indebtedness  to  be  incurred  for  more  than  one  year  by 
railroads  and  other  public  utilities.  Now,  we  have  in  Ohio  railroad 
corporations  whose  lines  extend  be3^ond  the  State.  I  should  have 
said  that  the  law  further  provides  that  the  authority  is  not  to  extend 
to  indebtedness  to  be  incurred  where  the  proceeds  of  such  indebted- 
ness are  to  be  expended  on  property  outside  of  the  State  of  Ohio. 
We  had  one  petition  not  long  ago  from  a  railroad  company  asking 
the  authority  of  the  commission — the  indorsement  of  the  commission — 
to  the  issuance  of  a  certain  amount  of  security  indebtedness,  in  which 
it  developed,  when  the  matter  was  brought  to  a  hearing,  that  about 
80  per  cent  of  the  proceeds  of  the  sale  of  those  bonds  was  to  be 
expended  outside  of  the  State  of  Ohio.  Nevertheless,  the  railroad 
company  desired  the  indorsement  of  the  Public  Service  Commission 
of  Ohio  to  that  issue.  They  seemed  to  think  that  it  would  give  the 
bonds  credit ;  in  fact,  the  trustees  who  were  to  handle  the  sale  of  the 
bonds  desired  it. 

The  other  States  through  which  the  railroad  operated  and  in 
which  the  money  was  to  be  largely  expended  had  no  such  authority. 
We  put  the  question  up  to  the  Attorney  General  and  asked  him  to 
give  us  his  opinion  of  that  particular  section  exempting  from  our 
authority  the  supervision  of  the  issuance  of  bonds  or  stock  where 
the  money  was  to  be  expended  outside  of  the  State,  and  he  reported 
that  in  view  of  the  fact  that  the  investment  could  not  be  separated— 
while  the  expenditure  can  be  separated  very  readily,  the  investment 
must  be  as  a  unit,  as  brought  out  by  the  gentleman  from  Georgia— 
that  although  we  could  not  supervise  the  expenditure  and  ask  for 
reports  as  to  the  expenditure,  except  as  to  that  part  which  was  made 
in  Ohio,  that  there  would  be  no  objection  to  our  giving  the  necessary 
indorsement. 

Now,  many  of  the  large  systems  of  railroad  traverse  a  number  of 
States.  They  can,  of  course,  separate  their  expenditures;  but,  as  I 
said  before,  they  can  not  separate  the  investment.  1  believe  I 
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as  strong  an  advocate  of  the  strict  adherence  to  the  preservation  of 
State  authority  over  the  regulation  of  railroads  as  any  other  mem- 
ber of  the  convention,  but  there  are  some  things  that  the  State  au- 
thority will  not  reach,  and  the  gentleman  from  Georgia  brought  that 
out  very  clearly.  I  myself  am  very  much  in  favor  of  having  or  con- 
ferring upon  the  Federal  Government  authority  to  supervise  the 
issuance  of  stocks  and  bonds  of  railroads  that  traverse  a  number  of 
States  and  cross  State  lines.  I  do  not  think  that  will  interfere  with 
State  authority  in  any  sense  whatever.  Where  the  property  is  en- 
tirely within  the  State,  the  authority  will  be  left  in  the  State.  As 
for  myself,  I  believe  that  the  resolution  offered  by  the  committee 
fully  expresses  the  thought,  and  the  amendments  offered  do  not  — 
rather,  that  the  resolution  offered  by  the  committee  does  not  commit 
the  convention  to  anything  more  than  that  to  which  it  would  be  com- 
mitted if  the  amendment  were  adopted.  I  am  in  favor  of  sticking  by 
the  resolution  offered  by  the  committee. 

The  PRESIDENT.  The  question  is  on  the  adoption  of  the  substitute 
motion  by  Mr.  Finn. 

Mr.  HUGHES,  of  Ohio.  The  question,  as  the  committee  understands 
it,  is  not  as  to  who  shall  control  the  issuance  of  securities,  but  what 
shall  be  the  measure  of  control.  As  you  heard  in  the  statement  of 
Judge  Prentis,  of  Virginia,  there  the  measure  of  control  is  publicity 
only.  We  contrast  that  with  what  we  term  absolute  control.  Then 
between  the  two  is  what  we  term  modified  governmental  control. 
Those  are  the  three  forms  of  control  of  the  issuance  of  securities. 
Now,  the  question  is  whether  it  shall  be  absolute  control,  approach- 
ing practically  Government  ownership,  the  only  difference  being 
that  it  leaves  the  naked  title  in  the  corporation,  or  whether  they 
shall  go  on  and  exercise  some  judgment  as  to  their  internal  affairs; 
next,  as  to  whether  we  shall  depend  solely  upon  the  matter  of 
publicity,  and  that  they  will,  in  the  fear  of  the  public  eye,  conduct 
their  business  in  a  legitimate  way  —  those  are  the  questions,  and  I 
assume  that  the  discussion  is  in  the  hands  of  the  members  of  this 
committee.  It  was  discussed  by  the  chairman,  but  he  deemed  it  not 
wise  to  take  the  time  of  the  convention  in  reading  it.  Then  the 
resolution  offered  goes  to  the  form  of  control  —  the  degree  of  control. 
and  not  as  to  the  body  controlling,  leaving  that  absolutely  open. 
,  the  resolution  is  as  follows  : 


"Resolved,  That  it  is  the  sense  of  this  convention  that  there  should  be  secured 
by  appropriate  legislation  full  publicity  in  the  issuance  of  railway  stock  and 
s^-nrities  "  —  that  is  the  first  —  "  and  in  addition  thereto,  a  reasonable  measure 
or  restraint  and  control  thereof  by  public  authority." 

That  is  to  say,  a  step  beyond,  as  they  have  it  in  Virginia,  by 
publicity. 
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Mr.  THELEX,  of  California.  Now,  apparently  that  resolution  does 
not  say  whether  it  shall  be  State  or  Federal  public  authority. 

Mr.  HUGHES,  of  Ohio.  It  does  not.  Each  in  its  respective  sphere. 
If  the  Federal  Government  has  jurisdiction  over  a  corporation,  there 
is  nothing  that  this  convention  may  do  which  will  change  that  juris- 
diction. If  the  Federal  Government  has  jurisdiction,  then  it  is  the 
sense  of  this  convention  that  certain  regulation  be  exercised  by  the 
Federal  power.  As  to  matters  falling  within  the  jurisdiction  of  the 
several  States,  the  State  shall  exercise  equal  power,  so  that  the  law, 
whether  it  be  Federal  or  State,  shall  be  uniform;  and,  if,  perchance, 
a  State  creature  assumes  such  proportions  that  it  becomes  a  Federal 
creature,  it  will  not  have  to  change  its  base,  but  will  come  naturally 
under  the  Federal  law. 

Mr.  THELEN,  of  California.  The  only  question  in  which  I  was  con- 
cerned was  whether  or  not  the  language  of  that  resolution,  which,  of 
course, would  betaken  as  the  official  action  of  this  convention, is  such 
as  to  create  doubt  on  this  extremely  important  question,  as  to  whether 
the  control  should  be  under  State  or  under  Federal  authority,  and 
that  was  the  reason  I  seconded  Mr.  Maltby's  motion.  Although  I 
think  Mr.  Finn's  resolution  may  be  correct  in  principle,  the  subject  is 
one  of  such  tremendous  importance,  and  there  is  such  a  difference  of 
opinion  among  commissioners  with  regard  to  it,  that  I  do  not  think 
it  wise  for  the  convention  to  place  itself  on  record  in  the  specific  form 
in  which  Mr.  Finn's  resolution  is  worded.  I  am  willing  to  withdraw 
my  second  to  Mr.  Maltby's  motion,  if  Mr.  Maltby  is  agreeable,  if  the 
resolution  as  worded  does  not  go  to  the  question  of  State  or  Federal 
control,  and  in  that  connection  I  want  to  say  that  I  think  the  most 
difficult  question  that  has  been  raised  is  that  raised  by  Mr.  Candler, 
of  Georgia. 

We  in  California  have  a  stock  and  bond  law  which  is  modeled 
very  closely  upon  the  law  of  New  York,  and  in  preparing  the  law  we 
came  up  against  this  question  squarely :  To  what  extent  can  the  Cali- 
fornia commission  have  jurisdiction  over  stocks  and  bonds  of  a 
foreign  corporation?  Now.  we  reached  a  conclusion  directly  con- 
trary to  that  which  has  been  reached  by  the  Georgia  commission. 
We  reached  the  conclusion  that  the  State  of  California  has  an  abso- 
lute right  to  control  the  creation  of  a  lien  on  State  property,  prop- 
erty within  the  State,  and  for  that  reason  that  the  State  would  have 
the  right  to  a  say  in  the  issuance  of  securities,  so  far  as  they  take  the 
shape  of  bonds,  but  we  also  reached  the  conclusion  that  as  to  the 
issuance  of  stock  the  State  of  California  would  have  no  control  over 
a  foreign  corporation,  on  the  ground  that  the  creator  of  that  corpo 
ration  would  have  the  right  to  say  to  what  extent  that  stock  should 
be  issued.  Now,  right  here,  apparently,  there  is  a  sharp  conflict 
between  two  commissions  who  are  trying  to  secure  the  same  end,  the 
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Georgia  commission  holding. that  Georgia  has  no  power  over  the 
creation  of  a  lien  on  an  interstate  railroad  in  the  State  of  Georgia, 
and  the  State  of  California  holding  that  the  State  does  have  that 
power. 

Now,  we  of  course  realize  that  there  are  difficulties  in  the  situa- 
tion; that  a  railroad  may  run  through  8  or  10  States,  and  it  may 
be  that  those  States  may  have  different  points  of  view  about  it. 
Now,  then,  California  is  the  only  State  west  of  the  Rockies  that  has 
control  over  stocks  and  bonds.  These  other  States  can  approve  the 
issuance  of  any  stocks  and  bonds  they  want  to,  but  California  would 
not  want  to  give  up  the  authority  which  she  feels  she  has  at  present 
over  the  issuance  of  bonds.  It  may  be  wise  to  have  the  Federal 
authorit}^  exercised  over  the  bonds  and  also  over  the  stock  of  these 
corporations,  but  I  think  the  question  is  of  such  extreme  importance, 
and  there  is  such  a  conflict  on  this  question  of  bonds  as  affecting 
State  property,  that  I  do  not  think  this  convention  should  go  on 
record  as  adopting  a  resolution  which  seems  to  crystallize  the  propo- 
sition of  how  far  the  Federal  Government  should  go  and  how  far  the 
State  Government  should  go,  and  therefore  I  seconded  Mr.  Maltbie's 
resolution;  but  I  think  now,  after  the  second  reading  of  it,  that  the 
resolution  is,  perhaps,  unnecessary. 

Mr.  Si  LLIVAN,  of  Ohio.  I  just  want  to  say  to  this  convention  that 
this  resolution  is  pure  and  simple;  it  does  not  tie  the  State  or  it  does 
not  tie  the  Federal  Government,  or  it  does  not  tie  anybody.  It  is  as 
plain  as  the  nose  on  your  face— nothing  to  it.  [Laughter.] 

Tim«'  is  worth  about  a  hundred  dollars  a  minute  around  here  now, 
and  let  us  not  get  our  names  in  the  record  quite  so  much,  but  let  us 
do  something.  We  are  here  to  do  something.  Xow,  I  make  a  motion 
that  we  lay  the  amendment  and  the  substitute  on  the  table  and  vote 
on  this  question.  Let  us  do  it  right  now.  I  will  sit  down. 

The  motion  was  carried. 

The  motion  to  adopt  the  report  was  carried. 

The  PRESIDENT.  The  Chair  desires  to  state  that  the  special  order 
under  discussion  last  evening,  or  railway  valuation,  is  the  next  topic 
properly  before  this  meeting. 

Mr.  RICHARDS.  As  a  matter  of  courtesy,  I  want  to  ask  the  conven- 
tion to  allow  me  to  bring  up  a  matter  that  is  of  some  interest  to  me. 
1  will  be  very  brief. 

South  Carolina  extended  an  invitation  to  the  association  to  meet 
in  Columbia  at  its  next  annual  session.  I  appeared  before  the  com- 
mittee appointed  for  the  purpose  of  recommending  a  time  and  place 
last  night  and  presented  our  claims.  At  that  meeting  no  time  was 
fixed  when  wre  would  take  a  vote,  and  believing  that  that  matter — 
the  matter  of  time  and  place — would  be  settled  at  the  close  of  the 
session  I  was  absent  this  morning  when  the  vote  on  the  matter  came 
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up.  Now,  I  want  to  ask  this  association  as  a  courtesy — I  know  it  is 
out  of  the  regular  order — to  allow,  at  least,  the  three  South  Carolina 
votes  to  be  polled  and  recorded  as  voting  for  Columbia,  S.  C.  I 
wish  to  say  that  I  am  sure  that  there  w7ould  have  been  some  of  us 
voting  for  South  Carolina  had  we  known  that  the  question  was  under 
consideration  this  morning. 

I  am  very  much  interested  in  a  little  matter  that  we  have  brought 
up  here  and  asked  the  association  to  consider,  and  it  was  appointed 
for  consideration,  as  I  understand  it,  at  11  o'clock  to-day.  It  is  now 
after  12,  and  of  course  the  unfinished  business  takes  precedence,  but 
I  hope  we  can  reach  this  matter  between  now  and  1  o'clock,  as  I  have 
an  engagement  that  will  take  me  out  of  town  at  that  time. 

Mr.  THORNE,  of  Iowa.  There  is  a  motion  pending  in  regard  to  the 
report  of  this  valuation  committee — that  it  be  received,  printed,  and 
the  suggestions  contained  therein  be  referred  to  the  succeeding  com- 
mittee. 

Mr.  HENSHAW,  of  Oklahoma.  We  heard  the  very  able  discussion  of 
the  valuation  of  railroads  yesterday  as  to  original  cost  and  present 
value. 

Now,  the  question  is,  How  can  we  develop  this  valuation  matter  so 
as  to  present  it  to  the  courts  and  so  it  will  convince  a  judicial  mind  of 
our  just  and  equitable  position?  We  have  been  studying  this  question 
for  two  or  three  years,  and  we  have  not  taken  any  position  in  it.  We 
have  followed  the  kind  suggestion  of  the  chairman  of  the  California 
commission,  confining  the  engineers  to  facts,  and  we  are  getting  along 
much  better  for  that.  The  important  question  and  the  main  question 
in  valuation  was  raised  in  the  Minnesota  rate  case,  and  the  one  of 
primary  importance  is  unearned  increment  values  that  are  now  given 
to  the  right  of  way.  If  I  remember  the  figures  in  the  Minnesota  case, 
upheld  by  the  courts,  the  right  of  way  of  the  Northern  Pacific  Kail 
way  amounted  to  about  twelve  or  fourteen  thousand  dollars  a  mil 
before  a  spade  was  ever  put  into  it.  Now,  if  that  country  develops 
New  York  has  developed,  the  right  of  way  of  the  Northern  Pacific 
Railway  in  Minnesota  upon  that  theory  will  be  worth  $50,000  a  mile, 
and  it  will  be  worth  more;  so  the  importance  of  valuation,  I  think, 
hinges  on  the  right  of  way  more  than  any  other  one  element. 

Now,  we  can  not  imagine,  not  so  far  as  I  have  gone — we  can  n< 
confine  ourselves  and  insist  that  the  promoters  and  investors  in  rail 
road  enterprises  must  be  limited  exclusively  to  the  actual  cash  in- 
vested. We  are  drawing  the  line  too  close  and  too  narrow.  If  we 
had  a  law  in  a  State  or  a  Government  approving  the  location  of 
road,  or  that  it  could  not  be  built  until  it  was  approved  by  public 
authority,  and  we  guaranteed  a  minimum  rate  of  3  or  4  per  cent, 
under  such  circumstances  as  that  we  could  demand  that  they  should 
be  limited  to  the  actual  cash  investment  and  the  net  promotion 
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penses,  but  until  we  have  that  law  we  must  allow  some  latitude  for 
at  least  the  risk  a  person  takes  upon  an  unwise  investment.  Now, 
you  remember  the  courts  have  said  "  wisely  invested,"  and  people 
are  not  going  to  go  into  an  enterprise  and  invest  their  money  upon  a 
limited  or  a  low  rate  of  interest,  of  4  and  5  and  6  per  cent,  if  they 
are  held  accountable  for  all  mistakes  that  are  made;  so  there  must 
be  some  latitude.  Now,  what  is  it?  That  is  the  question. 

In  the  Arkansas  rate  case  the  railroad  companies  agreed  upon 
$34.000  a  mile,  or  something  substantially  that.  In  our  rate  case 
in  Oklahoma,  up  to  the  time  of  the  Minnesota  rate-case  opinion,  they 
were  agreed  with  us  upon  a  similar  amount,  but  after  the  Minnesota 
rate-case  opinion  came  out,  with  fifty  to  sixty  thousand  dollars  a 
mile  valuation  approved  by  the  court,  upon  roads  where  the  actual 
investment  did  not  exceed,  including  equipment,  $30,000  a  mile,  why, 
all  the  railroad  companies  in  the  West  and  all  those  railroads  which 
cost,  on  an  average,  no  system  to  exceed  $25,000  a  mile,  have  been 
inflated  until  to-day  they  insist  upon  fifty,  sixty,  and  even  seventy 
thousand  dollars  a  mile. 

Now,  what  is  the  proposition  ?  Now,  with  regard  to  the  location  : 
A  road  is  built  through  a  country  at  a  time  when  they  can  get  a 
location.  Location  is  value  and  adaptation  is  value,  but  the  location 
belongs  to  the  State.  Now,  in  valuing  a  railroad,  shall  we  consider 
a  railroad  that  runs  through  the  heart  of  large  cities  of  the  country  ? 
If  it  runs  through  them,  it  is  valuable,  but  shall  we  take  that  value 
into  consideration  in  making  rates?  It  will  setll  in  money,  under 
the  circumstances,  for  four  times  the  amount  of  cash  actually  in- 
Vested  because  of  its  location.  For  instance,  if  we  take  those  roads 
that  were  first  built  through  Oklahoma  and  through  the  West — now, 
Oklahoma  has  an  area  less  than  Kansas  and  a  population  about  the 
same;  Oklahoma  has  an  area  less  than  Nebraska  and  a  population 
greater  than  Nebraska.  Roads  were  established  through  that  country 
for  the  purpose  of  securing  location.  Now,  that  location  is  value. 
What  they  can  sell  it  for  governs  the  price  of  their  stock  and  bonds. 
But  must  the  people  pay  interest  upon  that  investment?  Suppose 
we  are  going  to  run  a  road  through  a  mountain  pass  and  the  State 
has  only  one  location  for  a  road  in  a  certain  section  of  the  country; 
it  grants  a  franchise  to  this  road  to  run  through  a  mountain  pass 
that  can  be  constructed  as  cheaply  as  you  could  construct  one  in 
Oklahoma.  When  that  position  or  location  is  secured,  it  becomes 
worth  a  hundred  thousand  dollars  a  mile,  because  another  road  that 
may  build  in  that  locality  may  have  to  go  over  the  mountains  or 
tunnel  through  it  for  a  distance  of  4  or  5  miles.  Now,  that  location 
belongs  to  the  State.  There  is  no  unearned  increment  in  it.  Now, 
what  unearned  increment  is  there  for  right  of  way  in  cities?  That 
is  the  paramount  issue  as  to  the  big  terminal  grounds  that  have  been 
granted. 
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Now,  we  can  not  say,  as  a  legal  proposition,  that  because  a  com- 
munity donated  to  a  railroad  a  terminal  ground  of,  say,  a  hundred 
acres,  or  a  thousand  acres  in  a  city,  that  when  the  railroad  acquires 
that  property  it  has  the  right  to  interest  upon  the  value  of  that 
property.  Now,  the  value  of  the  property  at  what  time  and  when 
is  the  question.  Does  the  property  as  illustrated  or  outlined  by  the 
Minnesota  decision  govern?  Now,  in  the  building  of  railroads  in 
Oklahoma  the  right  of  way  has  never  cost  any  road  anything  as  a 
whole  up  to  date.  We  talk  about  Canada  aiding  the  roads  by  sub- 
sidy, and  yet  the  people  through  a  country  where  there  is  a  road  in 
demand  always  aid  it  by  donations  and  the  giving  of  the  right  of 
way;  at  least  they  have  in  this  western  country.  Now,  the  road  has 
a  right  to  an  earning  upon  its  investment,  but  to  say  to  us  now,  if  a 
road  should  want  to  come  into  Washington  City — there  is  no  de- 
mand particularly  for  it,  but  for  competitive  reasons  a  road  con- 
demns a  right  of  way  through  the  city,  or  through  any  large  city, 
removing  the  large  brick  buildings,  and  so  forth,  and  the  terminal 
facilities  costing  a  vast  amount.  There  is  another  road  there  that 
could  do  the  business;  the  public  does  not  need  this  new  road;  it 
is  simply  a  profit  enterprise ;  yet  the  other  facilities  will  point  to  the 
fact  that  it  cost  this  road  so  much  to  acquire  these  terminals  in  Chi- 
cago. I  believe  they  point  to  the  Santa  Fe  in  Chicago  now — the  ex- 
penditure that  that  road  made  there — yet  they  went  into  Chicago  for 
competitive  reasons.  The  business  of  the  city  of  Chicago  proper 
could  have  been  done  and  can  be,  almost,  with  the  terminals  now 
owned  by  the  Illinois  Central  Railroad.  All  through  business  could 
be  taken  care  of  with  the  terminals  outside  of  the  city — cheaper  loca- 
tions, and  so  forth. 

These  are  the  questions  that  now  concern  us.  I  understand  that 
the  Nebraska  commission  has  adopted  a  plan  of  adding  13  per  cent 
for  intangible  values.  These  intangible  values  must  include  items 
such  as  the  adaptation  or  location  of  the  franchise  granted  by  the 
State.  In  other  words,  it  is  that  value  which  induces  an  investor  to 
invest,  outside  of  the  physical  properties  that  he  sees,  and  if  the 
States  are  going  to  adopt  that  theory,  and  do  as  I  understand  they 
-have  in  Nebraska — appraise  the  land  at  what  it  is  now  worth,  based 
upon  the  value  of  adjoining  property,  and  then  double  that  with  a 
multiple  two  or  three  times,  and  then  add  engineering  per  cents 
it,  severance  damage  per  cents  to  it — where  are  we  going  to  land 
this  country? 

The  Interstate  Commerce  Commission  in  the  eastern  and  westeri 
advance-rate  cases  laid  down  the  rule  I  think  we  must  ultimately 
follow.  In  the  Oklahoma  rate  case,  in"  which  we  to  some  extent  ana- 
lyzed these  values,  we  followed  along  those  lines;  taking  no  definite 
position,  there  is  an  additional  value  which  must  be  added  in  some 
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instances,  at  least,  to  the  actual  cash  invested.  Xow,  how  much,  is 
the  question.  I  am  sure  we  can  not  follow  the  rule  laid  down  in 
Minnesota  case.  Now,  I  am  sure  it  is  not  equity,  and  I  am  sure  it 
is  not  right;  and  nothing  is  settled  until  it  is  settled  right,  regardless 
of  what  court  announces  the  opinion.  I  am  one  who  never  lies 
down  when  I  feel  and  know  I  am  right,  I  care  not  how  many  courts 
have  decided  to  the  contrary,  even  though  the  Supreme  Court  in 
these  cases  now  pending  may  lay  down  rules  based  upon  the  evidence 
in  these  cases;  but  the  principle  that  so  widely  affects  the  Govern- 
ment I  am  one  that  will  continue  to  fight  and  continue  presenting 
cases  until  they  are  settled  right. 

The  motion  that  the  report  be  received,  printed,  and  the  suggestions 
contained  therein  referred  to  the  incoming  committee  was  carried. 

REPORT  OF  COMMITTEE  ON  DELAYS  ATTENDANT  UPON  ENFORC- 
ING ORDERS  OF  RAILWAY  COMMISSIONERS. 


r.  TiuRR,  of  Florida,  presented  the  following  report: 
our  committee  have  the  honor  to  report  that  the  matter  treated 
under  this  head  has  been  so  exhaustively  reported  upon  in  past  years 
that  there  remains  very  little  to  be  said  upon  the  subject. 

Your  committee  are  of  the  opinion  that  the  remedy  for  "  delays 
attendant  upon  enforcing  orders  of  railway  commissioners  "  will  be 
found  in  the  recommendations  made  in  the  president's  annual  address 
to  the  association  in  1911,  which  recommendations  were  reduced  to  a 
bill  by  the  committee  on  legislation  and  introduced  by  Senator  Nel- 
son, of  Minnesota,  January  11,  1912,  same  being  Senate  bill  4366,  and 
is  as  follows : 

A  BILL  To  amend  the  a'ct  entitled  "An  act  to  codify,  revise,  and  amend  the  laws  relating 
to  the  judiciary,"  approved  March  third,  nineteen  hundred  and  eleven. 

Be  it  enacted  ~by  the  Senate  and  House  of  Representatives  of  the  United 

't's   of  America   in    Congress   assembled,    That   section   two   hundred   and 

sixty-five  of  the  act  of  Congress  approved  March  third,  nineteen  hundred  and 

eleven,  entitled  "An  act  to  codify,  revise,  and  amend  the  laws  relating  to  the 

judiciary,"  be,  and  the  same  is  hereby,  amended  so  as  to  read  as  follows : 

"  SEC.  265.  The  writ  of  injunction  shall  not  be  granted  by  any  court  of  the 
t'n i ted  States  to  stay  the  proceedings  in  any  court  by  a  State  except  in  cases 
where  such  injunction  may  be  authorized  by  any  laws  relating  to  proceedings 
in  bankruptcy,  or  to  restrain  the  enforcement,  operation,  or  execution  of  any 
Dilute  of  the  State  or  any  order,  rule,  or  regulation  having  the  force  of  a 
•<t:itute  of  a  State,  or  order,  rule,  or  regulation  made  by  a  commission  or  body 
authorized  by  State  laws  to  regulate  and  control  common  carriers  or  other 
I'liblic-service  corporations." 

Your  committee  respectfully  recommend  that  the  committee  on 
legislation  cause  this  bill  to  be  reintroduced  at  the  next  session  of 
Congress,'  and  all  necessary  steps  be  taken  to  urge  its  passage  through 
l>oth  Houses. 
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As  far  as  enforcing  orders  of  State  railway  commissions  in  the 
State  courts  is  concerned,  laws  already  exist  in  most  States  which 
give  to  such  cases  the  right  of  way  in  the  higher  courts  of  the  State, 
therefore  it  is  only  the  case  which  must  be  settled  in  the  Federal 
courts  which  we  must  secure  a  remedy  for  expediting  their  adjudi- 
cation. 

All  of  which  is  respectfully  submitted. 

E.  HUDSON  BURR,  Chairman. 
GEO.  A.  HENSHAW. 


Mr.  BURR,  of  Florida.  This  report  is  signed  by  myself  as  chairman 
and  Mr.  Henshaw  as  a  member  of  the  committee.  Mr.  Thelen,  of 
California,  does  not  quite  agree  with  us,  and  will,  perhaps,  present 
some  views  of  his  own  on  the  subject,  there  being  only  three  mem- 
bers of  this  committee  present. 

I  now  move  the  adoption  of  the  report. 

Mr.  THELEN,  of  California.  I  do  not  desire  to  advance  any  objec- 
tion to  the  adoption  of  the  report,  but  I  would  like  to  say  a  few  words 
with  reference  to  securing  expedition  in  proceedings  in  the  State 
courts,  and  I  simply  want  to  have  an  opportunity  some  time  to 
express  my  views  on  that  point. 

My  point  is  simply  this:  The  report  states,  in  effect,  that  in  order 
to  secure  expedition  in  the  decisions  of  Federal  courts  it  is  advisable 
to  adopt  the  bill  which  has  been  presented  to  Congress.  With  that 
I  thoroughly  agree.  The  last  paragraph  states  that,  in  view  of  the 
fact  that  in  the  State  supreme  courts  actions  affecting  State  com- 
missions are  given  precedence,  that  matter  is  practically  taken  care  of 
there.  Now,  my  view  is  that  there  is  a  great  deal  to  be  done  yet  in 
the  matter  of  securing  expedition  in  our  State  courts  in  State  proceed- 
ings. Under  the  general  statutes  of  our  States  providing  that  if  any 
utility  is  dissatisfied  with  the  action  of  a  State  commission  that  then 
the  remedy  is  an  application  to  set  aside  that  order,  or  else  to  enjoin 
its  enforcement,  that  means  a  trial  on  the  merits,  and  that  is  the  pro- 
cedure to  which  I  object.  It  is  true  that  under  the  statutes  of  a  num- 
ber of  our  States  as  they  now  stand  there  is  no  alternative,  but  to  my 
mind  the  way  the  problem  ought  to  be  solved  is  that  the  findings  of 
fact  of  the  State  commission  shall  be  conclusive,  and  that  the  only 
remedy  shall  be  a  review  in  the  highest  court  of  the  State  as  to  the 
authority  of  the  commission  in  acting  as  it  did,  and  on  that  review 
consideration  should  be  given  to  the  question  of  whether  or  not  the 
commission  has  violated  any  provision  of  the  State  or  Federal  Con- 
stitution. You  can  see  the  tremendous  advantage  of  a  procedure  of 
that  kind. 


The  greatest  evils  in  our  State  courts,  with  respect  to  orders  of 
State  commissions  to  which  there  is  opposition,  is  the  trial  of  the  case 
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all  over.  Now,  I  believe  in  providing  that  the  findings  of  our  State 
commissions  on  questions  of  fact  shall  be  conclusive,  as  the  Supreme 
Court  of  the  United  States  has,  within  the  past  year,  practically  said, 
with  reference  to  the  findings  of  the  Interstate  Commerce  Commis- 
sion in  the  Delaware,  Lackawanna  &  Western  Railroad  case,  and  then 
it  can  provide  that  instead  of  going  through  all  the  lower  courts,  that 
the  proceeding  shall  be  brought  at  once  into  the  highest  State  court, 
so  as  to  avoid  the  delay  incident  to  going  through  all  the  lower 
courts,  and  that  the  highest  State  court  shall  consider  simply  the 
question  of  the  commission's  authority,  and  in  that  way  you  will  get 
your  questions  decided  quickly.  And  then  if  there  is  objection  to  the 
decision  of  the  highest  State  court,  provision  may  be  made  that  it 
can  be  taken  to  the  United  States  Supreme  Court.  That  provision 
exists  in  New  York  to-day,  I  think,  and  also  in  California.  In  Cal- 
ifornia no  cause  of  action  arises  out  of  any  order  of  the  commission, 
in  favor  of  anybody,  unless  application  has  been  made  for  rehearing 
to  the  commission,  and  on  that  application  the  grounds  of  dissatis- 
faction with  the  commission's  order  must  be  set  forth.  Now,  what  is 
the  effect  of  that  ?  The  effect  is  that  your  corporation  can  not  run 
into  court  the  next  day  and  have  a  jolly  good  time  there  for  the  next 
six  or  seven  years,  but  they  have  got  to  come  before  the  commission 
and  show  the  grounds  of  their  dissatisfaction,  and  if  the  commission 
has  made  a  mistake,  and  is  a  fair  commission,  of  course  it  will  modify 
its  order  before  the  matter  gets  into  court,  and  in  that  way  I  think  a 
large  number  of  our  court  proceedings  could  be  avoided. 

Now,  with  reference  to  Federal  procedure,  I  want  to  add  one  or  two 
suggestions.  Several  of  the  circuit  courts,  particularly  in  the  West, 
have  in  the  last  year  or  two  held  that  where  a  case  is  brought  in  a 
Federal  court  involving  the  construction  of  a  State  constitution  or  a 
State  statute  or  State  ordinance,  which  makes  the  proposition  refer 
largely  to  cases  involving  railroad  commissions,  that  then  the  corpo- 
ration must  go  back  to  the  court  and  secure  from  the  highest  court  in 
the  State  its  interpretation  of  what  the  State  statute  or  State  con- 
stitution or  State  ordinance  means.  Now,  if  that  principle  be 
adopted  by  the  other  Federal  courts  of  the  United  States,  we  can  see 
at  once  that  in  very  many  of  these  cases  involving  the  constitution- 
ality of  the  statute  or  ordinance  or  order  the  case  can  be  thrashed  out 
in  the  State  courts  under  the  effective  methods  of  procedure  which 
the  State  can  provide,  and  in  that  way  a  large  portion  of  our  diffi- 
culties would  be  removed.  This  is  said,  Mr.  Chairman,  by  way  of 
suggestion  and  not  with  the  idea  that  it  is  original  in  California. 
All  that  we  have  out  there  we  have  gotten  from  other  States  of  the 
Union  by  a  study  of  their  statutes  and  with  one  or  two  new  sugges- 
tions, but  we  do  feel  that  if  the  other  States  of  the  Union  could  so 
71466—13 16 


236         NATIONAL   ASSOCIATION    OF    RAILWAY    COMMISSIONERS. 

amend  their  constitutions  or  their  statutes  as  to  provide  for  the  same 
line  of  procedure  in  the  courts  that  we  have  provided  there  that  it 
would  relieve  us  of  the  burden  we  now  have  when  we  go  to  court. 

Mr.  THORNE,  of  Iowa.  Commissioner  Thelen's  suggestion  is  that 
the  State  commission's  decisions  as  to  the  facts  shall  be  conclusive. 
I  want  to  call  your  attention  to  the  fact  that  that  is  practically  as  far 
as  the  courts  have  gone  in  sustaining  the  Interstate  Commerce  Com- 
mission— not  quite  as  far.  Further,  that  there  is  ahead  of  it  a  rock 
upon  which  your  whole  program  is  liable  to  be  broken  in  two. 

There  is  this  further  problem  that  that  does  not  approach  a  solu- 
tion of.  It  is  this :  Questions  of  fact  are  gradually  crystallizing  into 
questions  of  law.  That  is  a  fundamental  phase  of  the  legal  develop- 
ment of  every  great  civilized  country.  To-day  the  courts  are  quoting 
as  precedents  the  decisions  of  former  courts  upon  these  very  is- 
sues— what  constitutes  unjust  discrimination,  what  is  a  reasonable 
rate  of  return,  and  so  forth,  and  so  forth.  Those  questions  of  fact 
are  crystallizing  into  questions  of  law.  Now,  has  a  legislative  body 
the  authority,  the  power,  to  delegate  legislative  functions?  They 
have  authority  to  prescribe  administrative  and  executive  functions, 
but  have  they  the  authority  to  delegate  legislative  functions? 

That  subject  has  been  made  the  topic  of  a  monograph  prepar 
by  an  attorney  of  Philadelphia.  I  have  forgotten  his  name,  as  w 
as  the  name  of  the  book,  unfortunately.  If  it  be  true  that  the  legis- 
lature can  not  delegate  that  authority,  it  is  going  to  be  a  most  serious 
handicap,  because  these  questions  of  regulation  are  so  intricate  and 
technical  in  character  that  the  legislatures  are  not  competent  to  deal 
with  them  in  their  ordinary  procedure.  I  think  that  the  findings  of 
the  commission  should  be  conclusive  on  questions  of  everything  ex- 
cept constitutional  law.  That  is  what  I  hope  to  see  sustained  by  the 
courts.  It  has  not  been  finally  or  conclusively  held,  but  they  are 
approaching  very  closely  to  it.  The  Supreme  Court  has  said  that 
unless  there  is  some  extraordinary  grievous  mistake  made  by  the 
commission,  their  action  will  be  sustained,  or  unless  they  exce 
their  jurisdiction,  or  unless  they  make  a  mistake  in  the  constitutio 
law.  Now,  that  all  leaves  it  possible  yet  for  them  to  find  some  co 
elusion  which  you  reach  to  be  a  question  of  law,  and  therefore  ou 
side  of  your  jurisdiction,  and  therefore  they  will  decide  it  by  pri 
precedent;  and  if  they  decide  the  case  by  prior  precedent,  they  are 
taking  away  from  the  commission  the  intent  of  Congress — that  th 
commission  should  be  conclusive  on  all  questions  except  constitution 
law. 

The  motion  to  adopt  the  report  was  carried. 

Mr.  WINGFIELD,  of  Virginia.  I  present  the  report  of  the  commi 
on  car  service,  demurrage,  and  reciprocal  demurrage. 
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(Mr.  Wingfield  thereupon  read  aloud  to  the  convention  the  report 
of  the  committee  on  car  service,  demurrage,  and  reciprocal  demur- 
rage.) 

Mr.  WINGFIELD.  Now,  here  are  some  amendments  to  the  report. 
At  the  beginning  of  the  sixth  line,  counting  from  the  bottom  of  the 
page,  on  page  3,  strike  out  the  figure  3  and  insert  above  said  para- 
graph, beginning  with  said  sixth  line,  this  heading:  "  The  per  diem 
rule  of  the  American  Railway  Association." 

CAB  SERVICE,  DEMURRAGE  AND  RECIPROCAL  DEMURRAGE. 

DEMURRAGE. 

Your  committee  in  its  last  report  (October,  1911)  to  the  National 
Association  of  Railway  Commissioners  recommended  that  the  aver- 
ago  demurrage  rules  be  so  amended  that  the  credits  earned  on  any 
kind  or  class  of  f  reight  cars  could  be  used  in  offsetting  debits  on  any 
other  kind  or  class  of  freight  cars.  In  pursuance  of  said  recommenda- 
tion the  American  Railway  Association,  on  May  15,  1912,  amended 
rule  9  by  eliminating  subdivision  C  of  said  rule  9,  thereby  placing  all 
freight  cars  in  only  one  class.  The  Interstate  Commerce  Commis- 
sion, June  3,  1912,  tentatively  approved  the  revised  rules  of  the 
uniform  demurrage  code  adopted  by  the  American  Railway  Asso- 
ciation, designated  as  the  "National  Car  Demurrage  Rules." 

RULE  2.  Free  time  allowed. — Subdivision  C  provides  that  cars  con- 
taining freight  for  transshipment  to  vessels  will  be  allowed  such  free 
time  at  the  port  as  may  be  provided  in  the  tariffs  of  the  carriers. 
This  is  objectionable,  because — 

First.  Of  lack  of  uniformity.  We  are  informed  that  at  the  ports 
Norfolk,  Va.,  and  south  thereof  on  the  Atlantic  coast  and  at  Gulf  of 
Mexico  ports  generally  the  carriers  allow  96  hours'  free  time  on  cam 
containing  freight  for  transshipment  to  vessels  while  from  north. 
At  i antic  ports  much  longer  free  time  is  allowed. 

Second.  By  reason  of  the  excessive  free  time  allowed  for  trans- 
shipment on  cars  containing  freight  for  transshipment  to  vessels. 
;it  north  Atlantic  ports  much  railroad  equipment  is  kept  in  use  for 
storage  purposes  and  out  of  use  for  transportation  purposes.  Your 
commit  t  ee  therefore  recommends  that  subdivision  C  of  rule  2  of  the- 
uniform  code  (or  the  National  Car  Demurrage  Rules)  be  amended  so- 
that  tho  free  time  allowed  on  cars  containing  freight  for  transship- 
ment to  vessels  shall  not  exceed  96  hours.  We  call  the  attention  of 
tho  officers  and  members  of  the  American  Railway  Association  to> 
this  recommendation  and  .earnestly  hope  it  will  receive  thoir  serious 
consideration. 

Demurrage  rules  are  made  effective  by  penalizing  shippers  or  their 
consignees  who  violate  the  rules.  To  promote  efficiency  and  prevent 
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unjust  discrimination  an  between  shippers  it  is  necessary  that  the 
rules  be  enforced  and  the  penalties  collected.  For  these  purposes 
demurrage  bureaus  have  been  established  and  maintained  by  some 
of  the  carriers.  This  has  been  voluntary  on  the  part  of  carriers, 
and  while  it  is  believed  that  this  method  has  been  quite  effective 
for  the  purposes  for  which  it  was  intended  it  is  inadequate  because 
it  does  not  apply  to  all  carriers  and  all  sections  of  the  country.  There 
should  be  some  method  devised  by  which  there  shall  be  uniform 
regulation.  Your  committee  therefore  recommends  that  the  Inter- 
state Commerce  Commission  be  earnestly  requested  to  consider 
and  devise  the  proper  method  by  a  disinterested  controlling  body, 
with  powers  to  give  a  uniform  and  universal  enforcement  to  the 
National  Car  Demurrage  Rules,  and  if  necessary  that  Congress  be 
•memorialized  to  provide  by  law  for  such  regulation. 

RECIPROCAL    DEMURRAGE. 

It  is  the  duty  of  carriers  to  provide  adequate  equipment  and  to 
furnish  shippers  with  cars  ordered  upon  reasonable  notice  and  to 
mo^e  freight,  after  it  is  delivered,  with  reasonable  dispatch  to  desti- 
nation. A  number  of  the  States,  either  by  statute  or  by  rules 
adopted  by  commissions,  have  sought  to  enforce  the  performance 
of  these  duties  by  carriers  by  the  imposition  of  penalties  for  failure 
on  the  part  of  the  carriers.  In  some  cases  the  penalties  have  been 
moderate,  corresponding  to  the  penalty  under  the  demurrage  rules 
of  $1  per  day  for  failure  to  furnish  the  car  or  cars  ordered  at  the 
expiration  of  notice. 

In  other  cases  the  statutes  of  the  States  have  imposed  heavy 
penalties  and  in  some  cases  the  United  States  Supreme  Court  lias 
sustained  the  contention  of  the  carriers.  In  the  case  of  Houston, 
etc.,  Railroad  Co.  v.  Mayes  (201  II.  S.,  321),  the  Texas  law  provided 
that  the  railroad  company  should  forfeit  $25  per  day  for  each  car 
they  failed  to  furnish,  the  only  proviso  being  that  the  law  should  not 
apply  in  cases  of  strikes  or  other  public  calamities,  and  judgment 
was  recovered  in  the  Texas  court  on  17  cars  ordered  for  shipment 
of  cattle  (the  railroad  being  only  one  day  late  in  complying  with 
the  order) of  $425  and  damages  to  shipper  of  $500  for  detention  of 
Battle  in  pens  for  one  day.  Mr.  Justice  Brown,  delivering  the  opin- 
ion of  the  court,  reversing  the  Texas  court  (Chief  Justice  Fuller 
and  Mr.  Justice  McKenna  dissenting),  said: 

The  duty  of  the  railroad  company  to  furnish  the  cars  within  the  time  limit  is  per- 
emptory, and  admits  of  no  excuses  except  such  as  arise  from  strikes  and  other  public 
•calamities.  *  *  *  Although  it  may  be  admitted  that  the  statute  (Texas  statute) 
is  not  far  from  the  line  of  proper  police  regulation,  we  think  that  sufficient  allowance  is 
•not  made  for  the  practical  difficulties  in  the  administration  of  the  law,  and  that 
applied  to  interstate  commerce  it  transcends  the  legitimate  powers  of  the  legislati 
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Tu  the  case  of  the  St.  Louis  Southwestern  Railway  Co.  v.  the 
State  of  Arkansas  (217  U.  S.,  136),  the  railroad  was  shown  to 
have  a  larger  car  equipment  than  the  average  freight-carrying  road, 
and  the  failure  to  furnish  cars  was  wholly  due  to  an  inability  to  regain 
its  cars  which  were  sent  to  other  roads  carrying  freight  from  its'  own 
line.  To  illustrate  the  situation  of  this  road:  During  the  month  of 
November,  1905,  it  had  in  regular  service  9,517  cars,  of  which  it 
averaged  daily  3,982  in  use,  5,525  off  its  line,  and  2,519  foreign  cars 
in  use.  A  daily  balance  of  exchange  of  1,473  cars  was  against  it, 
and  its  shortage  in  cars  was  only  about  650  per  day.  Under  the  Ar- 
kansas law  the  penalty  upon  the  carrier  for  each  violation  was  not 
less  than  $500  nor  more  than  $3,000.  Mr.  Justice  White  delivered 
the  opinion  of  the  court,  Mr.  Chief  Justice  Fuller  dissenting,  and  over- 
ruled the  decision  of  the  Supreme  Court  of  Arkansas,  holding  that 
the  excuse  given  by  the  rail  road  for  failure  to  perform  its  duty  in  fur- 
nishing cars  as  demanded,  viz,  that  under  the  rules  of  the  American 
Railway  Association,  governing  90  per  cent  of  the  railroads,  they 
could  not  get  their  cars  promptly  returned  by  other  roads,  was  a 
sufficient  and  reasonable  excuse. 

Careful  study  of  these  cases  warrants  the  belief  that  the  following 
propositions  are  true: 

First.  In  the  absence  of  legislation  by  Congress  it  is  the  right  of 
the  several  States  under  their  police  or  reserve  powers,  either  by 
statute  or  acting  through  their  railroad  commissions,  to  establish 
and  enforce  reasonable  rules  and  regulations  requiring  railroad  com- 
panies, on  application  of  intending  shippers,  to  supply  adequate  car 
service,  whether  the  freight  be  intended  for  intrastate  or  interstate 
shipment. 

Second.  That  the  burden  is  upon  the  carrier  to  show  reasonable- 
ground  of  excuse  for  failure  to  furnish  cars  as  demanded  by  shipper,. 

We  therefore  recommend— 

1.  That  the  several  States  should  establish  reciprocal  demurrage 
rules,  reasonable  as  to  penalties  and  with  the  provision  that  the  car- 
riers may  be  excused  from  the  imposition  of  the  penalties  when  they 
show  reasonable  ground  therefor. 

2.  That  in  every  case  where  carriers  resist  the  application  of  the 
reciprocal  demurrage  rules  and  regulations  cases  should  be  made 
up  and  pressed  before  the  courts,  and,  if  necessary,  carried  to  the 
last  court  of  resort. 

TFIE  PER  DIEM  RULE  OF  THE  AMERICAN  RAILWAY  ASSOCIATION. 

It  is  desirable  that  a  car  when  once  routed  shall  pass  to  ita 
destination  over  successive  roads.  This  method  facilitates  the 
business  of  transportation,  both  for  interstate  and  intrastate  business, 
and  lessens  cost  of  handling  freight,  and  is  thus  beneficial  to  the  public; 
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but  under  this  method  cars  pass  from  the  owning  road  into  the  pos- 
session of  other  roads.  Such  cars  should  be  returned  promptly  to 
the  owning  road.  The  American  Railway  Association  has  adopted 
oertain  car-service  rules  for  the  purpose  of  having  cars  returned  to 
owners.  But  the  per  diem  rules  governing  the  settlement  for  the 
use  of  freight  cars  by  the  roads  not  owning  the  same  would  seem  to 
be  inadequate,  because  they  do  not  accomplish  the  purposes  of  the 
rules.  This  per  diem  rate  has  varied  at  different  times.  At  present 
it  is  30  cents  per  day  for  five  months  of  the  year,  March  to  July, 
inclusive,  and  35  cents  per  day  for  the  remaining  seven  months. 
This  charge  about  covers  the  interest  on  the  value  of  the  car  and 
deterioration  and  has  no  element  of  penalty  in  it,  by  reason  of  which 
the  carrying  roads,  short  of  equipment  and  in  possession  of  cars 
owned  by  another  road,  have  no  inducement  to  provide  themselves 
"with  adequate  equipment  and  return  foreign  cars  promptly  to  the 
owner.  We  are,  therefore,  of  opinion  that  the  per  diem  charge 
should  be  at  least  $1  per  day.  We  call  the  attention  of  the  officers 
*nd  members  of  the  American  Railway  Association  to  this  matter, 
-and  hope  it  may  receive  their  serious  consideration. 

We  also  call  the  attention  of  the  Interstate  Commerce  Commission 
to  this  subject,  and  request  that  they  investigate  it  and  take  what- 
ever steps  may  be  necessary  to  give  efficiency  to  the  rules  and 
regulations  of  the  American  Railway  Association  pertaining  to  the 
return  of  cars  to  owner.  The  interests  both  of  the  public  and  of  the 
railroad  require  this. 

J.  R.  WINGFIELD,  Chairman. 

WILLIAM  D.  WILLIAMS, 
(Concurring  with  exceptions,  see  letter  following.) 

O.  P.  GOTHLIN, 
(Dissenting  as  to  some  of  the  recommendations.) 

E.  A.  MORLET, 

ELMER  P.  SPOFFORD, 
(Reserving  rights  to  offer  amendments,  see  letter  following) . 


RAILROAD  COMMISSION  OF  TEXAS, 

Austin,  September  28,  1912. 
Hon.  J.  R.  WINGFIELD, 

State  Corporation  Commission,  Richmond,  Va. 
DEAR  SIR  :  I  am  in  receipt  of  your  letter  of  the  24th  in  the  matt 
of  the  proposed  report  of  the  committee  of  the  National  Associatioi 
of  Railway  Commissioners  appointed  to  consider  car  service,  demur- 
rage, and  reciprocal  demurrage,  and  after  having  read  the  copy  of 
the  report  as  inclosed  in  the  letter  I  beg  to  say  that  I  concur  therein 
most  heartily,  with  the  following  exceptions : 
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1.  In  the  matter  of  the  statement  as  to  the  recommendations 
made  by  the  national  association  in  its  last  annual  report  recom- 
mending that  the  demurrage  rules  be  amended  so  that  credits  earned 
on  any  kind  or  class  of  freight  cars  could  be  used  in  offsetting  debits 
on  any  other  kind  or  class  of  such  cars,  I  have  not  sufficient  informa- 
tion and  could  not  from  personal  knowledge  either  concur  or  dissent. 

2.  The  allowance  to  shippers  of  ocean-going  freight  of  such  free 
time  at  port  as  may  be  provided  in  the  tariffs  of  the  carriers  is  ob- 
jectionable for  the  reason  stated  by  you,  but  my  information  is  that 
there  is  no  general  allowance  of  96  hours  free  time  on  such  ship- 
ments at  the  Gulf  ports.     The  practice  seems  to  vary  with  the  com- 
modity and  as  between  the  different  ports  and  is  not  uniform  nor 
is  it  even  uniform  at  the  same  port.     I  am  not  certain  that  the  free 
time  allowed  should  be  limited  to  less  than  120  hours.     The  experi- 
ence on  our  coast  seems  to  indicate  that  by  the  exercise  of  considerable 
diligence  120  hours  is  sufficient  time  in  ordinary  cases.     However, 
I  recognize  it  as  a  fact  that  even  if  a  much  longer  time  were  consumed 
in  transshipment  to  vessels  it  might  be  inexpedient  or  even  posi- 
tively wrong  to  compel  the  carrier  to  furnish  storage  free  during  the 
entire  period. 

Yours,  very  truly,  WILLIAM  D.  WILLIAMS, 

Commissioner. 


OFFICE  OF  RAILROAD  COMMISSIONERS, 

STATE  OF  MONTANA, 

Helena,  October  7,  1912. 
Hon.  J.  RICHARD  WINGFIELD, 

Office  of  Railroad  Commissioners,  Richmond,  Va. 
DEAR  SIR:  I  beg  to  acknowledge  receipt  of  your  favor  24th  ultimo, 
inclosing  a  copy  of   proposed  report  of  committee  on  car  service, 
demurrage,  and  reciprocal  demurrage,  and  as  requested  by  you  have 
signed  report  and  return  herewith. 

As  suggested  in  your  letter,  I  am  not  entirely  in  accord  with  the 
sections  relating  to  reciprocal  demurrage,  but  unless  I  am  present  at 
Washington  will  permit  the  matter  to  stand  until  such  time  as  I  can 
personally  express  my  views. 

With  best  wishes  for  your  success,  and  very  kindest  regards,  I  am 
Very  truly,  yours, 

E.  A.  MORLEY,  Commissioner. 

Mr.  WINGFIELD,  of  Virginia.  This  report  has  been  approved  by 
six  members  of  the  committee,  Mr.  Eckart  declining  to  sign,  without 
giving  any  reason  for  his  view. 

I  would  also  state  that  some  30  manufacturers  of  the  State  of 
Pennsylvania,  after  this  report  was  made  out  and  sent  on  to  the 
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secretary  to  be  printed,  asked  for  a  hearing  and  to  suggest  some 
amendments  to  the  national  code.  A  committee  of  those  gentle- 
men came  to  Washington  that  night  and  wished  to  appear  before  the 
committee.  That  night  there  were  only  two  members  of  the  com- 
mittee here — Mr.  Gothlin  and  myself — and  we  heard  these  gentle- 
men and  they  impressed  us  very  favorably,  and  very  likely,  if  they 
could  have  gotten  a  hearing  before  the  full  committee,  some  of  their 
suggestions  might  have  been  adopted.  Later  the  gentleman  fr 
California  came  in  and  we  had  three  members,  but  still  not  a  quorum. 
We  therefore  felt  that  with  a  minority  of  the  committee  we  could  not 
undertake  to  make  any  recommendations.  I  will  therefore  turn  this 
correspondence  and  their  suggestions  over  to  the  committee  for  the 
next  year  for  their  consideration.  I  think  the  report  as  it  has  been 
printed  has  been  examined  by  you  members  of  the  convention  and 
that  it  hardly  requires  that  I  should  take  up  further  time  in  explana- 
tion of  it. 

Mr.  GOTHLIN,  of  Ohio.  It  is  now  after  half  past  12  on  the  third 
day  of  the  convention,  and  I  do  not  desire  to  take  up  the  time  of 
the  convention  unnecessarily,  but  I  signed  that  report,  and  I  dissented 
from  some  of  the  views  expressed  therein,  but  I  could  not  tell  you  my 
views  or  why  I  dissented  without  taking  up  considerable  time,  and 
I  do  not  want  to  take  the  time  to  do  that.  I  therefore  move  that  this 
report  be  received  and  printed. 

Mr.  WINGFIELD,  of  Virginia.  The  effort  of  this  report  has  been  to 
suggest  some  practical  remedies,  and  to  bring  the  opinion  of  this 
association  to  bear  upon  the  carriers,  to  the  end  that  they  may  per- 
form their  full  duty  to  the  public  as  carriers,  to  provide  adequate 
equipment,  and  to  furnish  cars  upon  the  demand  of  shippers.  Those 
are  the  practical  suggestions  of  this  report,  and  we  have  referred 
those  suggestions  to  the  American  Railway  Association.  We  did  so 
because  that-  association  has  representation  on  the  floor  of  this  meet- 
ing, and  also  because  they  are  the  representatives  of  the  carriers 
where  such  matters  can  be  received  by  a  central  body,  also  because 
they  are  cooperating  with  the  committees  of  this  body  and  with  the 
Interstate  Commerce  Commission.  I  therefore  hope  that  the 
vention  will  go  a  little  further  than  merely  to  order  the  report  to  b 
printed,  and  that  it  will  approve  these  suggestions  to  be  considered 
and  acted  upon  by  the  American  Railway  Association. 

Mr.  MCKNIGHT,  of  Arkansas.  I  realize  the  hour  of  the  day,  but 
this  is  one  of  the  most  important  questions,  and  one  of  the  questions 
that  I  would  rather  hear  than  any  other  question  that  has  co 
before  this  convention  since  I  have  been  here. 

We  now  have  a  resolution  before  our  commission  to  adopt  so 
form  of  reciprocal  demurrage  rules.     We  have  two  laws  in 
State,  one  passed  in  1907  of  $5  demurrage,  and,  as  stated,  that 
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set  aside  by  the  Federal  court  on  the  ground  that  we  had  no  right 
to  order  a  car  for  interstate  shipment.  In  making  that  'decision  the 
Federal  judge  just  as  good  as  said  to  us:  "If  you  will  not  enforce 
it  on  a  State  shipment,  we  will  not  let  you  enforce  it  there,  because 
$5  is  too  great  a  rental  for  a  car,  based  upon  the  rental  value." 

Now,  here  is  a  question  that  confronts  us  in  Arkansas.  We  are  a 
cotton-producing  State,  and  when  we  have  a  good  cotton  year  the 
cotton  is  piled  up  on  every  railroad  platform,  and  all  along  the  right 
of  way  of  every  railroad  in  the  State;  and  the  railroad  companies 
say:  "We  must  take  care  of  the  cotton,"  and  they  dive  into  that 
cotton ;  and  to  take  care  of  it,  to  save  it  from  being  burned  or  from 
loss  or  damage,  they  throw  every  piece  of  equipment  they  can  lay 
their  hands  on  into  that  cotton  movement ;  and  here  is  a  man  who  has 
a  sawmill  or  a  shingle  mill  who  has  to  shut  down  his  mill  because 
he  can  not  get  cars  to  carry  his  business.  Now,  another  thing,  we 
can  not  order  a  car  for  an  interstate  shipment.  Over  75  per  cent 
of  the  business  of  that  State  is  lumber  and  cotton,  and  a  good  deal  of 
rice  recently,  and  all  of  that  goes  beyond  the  borders  of  the  State. 
Then,  if  we  pass  a  reciprocal  demurrage  rule  that  will  say  to  these 
railroad  companies :  "  You  must  furnish  these  cars  for  State  ship- 
ments"— and  I  believe  we  have  a  right  to  do  that — I  believe  we 
will  be  sustained  in  doing  that,  but  what  are  you  going  to  do  w7ith 
your  neighbor  that  is  right  by  the  side  of  you,  who  does  not  sell  a 
single  car  of  his  product  in  the  State  of  Arkansas,  but  it  all  goes  be- 
yond the  borders  of  the  State  ?  What  are  you  going  to  do  about  that 
little  road  down  here,  30  miles  long,  that  has  not  got  a  car  to  its 
name — not  a  one — and  which  is  dependent  on  the  railroads  for  all 
of  the  cars  it  gets,  and  which  has  industries  on  it  that  have  to  shut 
down  ? 

The  trouble  is  that  there  are  not  enough  cars  ta  do  this  business. 
The  railroads  come  back  at  me  and  say :  "  We  can  not  afford  to 
furnish  thousands  of  cars  for  just  three  months  in  the  year."  Why, 
gentlemen,  you  take  a  farmer,  for  instance,  and  the  most  important 
piece  of  machinery  on  his  farm  is  his  mower  and  his  binder,  and 
yet  he  does  not  use  either  one  of  them  over  15  days  in  the  year, 
hut  he  is  bound  to  have  them  all  the  time.  And  now  these  rail- 
roads— these  people  who  are  at  the  head  of  that  business  who  are 
sending  their  wives  and  sweethearts  abroad  with  $500,000  worth 
of  diamond  and  pearl  necklaces — we  think  that  they  should  be  re- 
quired to  provide  cars  for  the  shipments  which  we  are  prepared  to 
offer  them  down  in  our  country. 

Now,  Missouri  on  the  north  of  us  has  a  reciprocal  demurrage  rule, 
and  Texas  on  the  south  has  a  reciprocal  demurrage  rule,  and  trains 
go  by  made  up  entirely  of  empty  cars  going  there  to  be  loaded. 
Now,  in  Arkansas  we  get  just  what  they  haven't  any  use  for.  Down 
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in  Texas,  which  is  a  large  cotton-producing  State,  and  up  in  Mis- 
souri— the  city  of  St.  Louis— these  two  States  get  the  cars — all  they 
want.  Now,  what  I  want  you  to  know  and  what  I  want  you  to  do 
for  me  is  to  ask  you  personally  that  if  you  have  a  reciprocal  demur- 
rage rule  that  is  working  in  your  State  I  want  to  hear  everything 
about  it,  if  it  takes  me  until  2  o'clock  to  do  so.  I  came  here  for  one 
purpose — to  hear  you  talk  upon  this  question  of  reciprocal  demurrage. 
The  Iron  Mountain  Railroad  and  the  Missouri  Pacific  came  out 
boldly  and  said  they  collected  $15,000  in  the  month  of  July  for  de- 
murrage. I  said  to  those  fellows  that  came  before  the  commission — 
I  said,  "  If  you  point  out  a  single  shipper  in  the  State  of  Arkansas 
that  has  received  one  dollar,  although  they  have  been  waiting  ten 
times  as  long  as  you  have,  I  will  refund  it  out  of  my  salary,"  and  not 
a  one  stuck,  gentlemen. 

One  shipper  told  me — and  I  am  satisfied  that  he  is  right  about  it — 
that  they  had  40  cars  stored  on  his  track  in  a  day,  and  he  had  a  car 
of  oats  and  he  did  not  get  them  unloaded  until  within  one  hour  after 
the  free  time,  and  he  was  stuck  for  the  demurrage.  And  yet  you 
say  it  is  unfair  to  turn  this  over  to  the  car  demurrage  bureau?  I 
say,  gentlemen,  multiply  $15.000  by  the  six  big  roads  that  are  operat- 
ing in  my  State  and  make  it  $90,000  that  they  collected  in  demurrage 
in  one  month,  when  they  absolutely  did  not  need  the  cars  at  all.  And 
they  collect  this  demurrage  12  months  in  the  year. 

Now,  on  this  question  of  returning  cars  when  they  properly  belong 
to  another  road.  That  is  of  course  a  serious  question.  Here  is  a 
road  over  here  that  has  a  coal  field  on  its  line.  Every  pound  of  the 
coal  that  is  produced  in  that  field  goes  to  points  off  that  line.  They 
load  those  cars  and  they  give  them  to  the  other  roads,  and  the  other 
roads  take  them  off  to  the  points  of  destination  and  then  do  not  bring 
them  back,  and  these  fellows  are  bound  to  shut  down  in  the  coal 
business  because  they  have  not  got  cars  to  move  business.  Now. 
there  should  be  some  way  to  compel  these  delivering  roads  to  return 
those  cars.  There  should  be  some  way  that  when  the  little  short  line 
down  in  the  woods — that  they  should  be  compelled  to  furnish  cars 
to  that  little  line  the  same  as  they  do  to  a  shipper — make  it  the  same; 
as  an  individual  shipper.  We  have  a  town  in  our  State  shipping- 
more  yellow  pine  lumber  than  any  other  town  in  the  world.  It  has 
one  little  road,  16  miles  long,  that  has  not  a  car  to  its  name.  They 
have  to  be  furnished  by  other  roads,  and  that  town  is  up  against  the 
same  proposition. 

I  say  that  this  is  one  of  the  questions  that  not  only  contemplates 
the  dollar  a  day  or  the  $15,000  or  the  $90,000,  but  it  affects  the  busi- 
ness throughout  the  entire  South.  When  this  car-shortage  question 
comes  up  then  a  demurrage  rule  would  be  only  to  try  to  give  each 
shipper  his  share  of  the  cars. 
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Mr.  WINGFIELD,  of  Virginia.  The  gentleman  has  said  a  good  deal 
that  I  have  felt  and  thought  in  better  language  than  I  could. 

This  very  question  has  come  up  in  Virginia  in  the  last  month  or 
two  on  car  shortage,  just  at  the  time  that  I  was  preparing  to  make 
this  report,  and  I  deliberately  came  to  the  conclusion  that  the  deci- 
sion of  the  court  in  the  Arkansas  case  and  the  Texas  case  was  not 
the  last  word  from  that  court.  It  was  dissented  from  by  Chief  Jus- 
tice Fuller  and  another  justice  in  the  Texas  case  and  by  Chief  Justice 
Fuller  in  the  Arkansas  case.  That  decision  was  largely  based  upon 
the  circumstances  of  that  case — of  those  cases — that  those  laws  in 
Arkansas  and  Texas  imposed  very  high  penalties,  which  were  a  hard- 
ship upon  the  roads,  but  they  recognized  the  duty  of  the  road  or 
the  carrier  to  provide  adequate  equipment  for  them  for  intrastate 
and  interstate  business  and  to  furnish  facilities  for  transportation 
upon  demand.  Therefore  I  recommend  that  the  different  States 
make  a  moderate  amount  of  penalty,  in  the  discretion  of  the  legis- 
lature or  the  commission,  whichever  makes  the  law.  In  Virginia 
we  have  $1  per  day  on  each  car  as  the  penalty.  Persistent,  repeated 
violation  of  the  law,  making  a  test  case  of  it,  we  have  the  power  to 
impose  $500  fine.  One  case  of  that  kind  came  up,  and  the  Supreme 
Court  of  Virginia  followed  the  decision  in  the  Texas  case  that  rea- 
sonable excuse  was  not  allowed  for  in  our  demurrage  rule,  and  we 
amended  that  rule,  and  the  issue  came  up  again  on  a  test  case  and 
we  fined  that  road  $500,  and  they  paid  it  without  going  into  the 
courts. 

That  is  all  the  light  I  can  give  you  as  to  Virginia.  Therefore,  I 
said  to  these  railroads — or  to  this  particular  road,  to  their  general 
counsel,  who  cited  the  Texas  case  and  the  Arkansas  case  to  me — I 
said :  "  This  is  not  the  final  word  of  the  Supreme  Court.  It  is  your 
duty  " — as  I  have  expressed  it  here  almost  literally  in  my  letter  to 
him ;  it  is  in  this  report — "  it  is  your  dut}7  to  provide  and  furnish 
cars  upon  demand,  and  if  you  go  into  the  courts  you  have  got  to 
show  up,  as  they  did  in  Arkansas,  that  you  have  done  your  full  duty 
in  providing  equipment;  that  you  have  a  sufficient  number  of  cars, 
and  the  whole  power  of  the  State  of  Virginia  will  be  yours  to  fight 
those  cases  to  the  court  of  last  resort."  And  that  is  what  I  recom- 
mend to  you,  gentlemen,  in  the  20  States  which  have  adopted  these 
reciprocal  demurrage  rules. 

As  to  the  penalty  imposed  by  the  American  Railway  Association 
of  30  cents  per  day,  now,  for  five  months  in  the  year,  and  35  cents 
per  day  for  seven  months  in  the  year,  it  is  altogether  inadequate.  It 
is  practically  no  penalty  at  all. 

Mr.  BURR,  of  Florida.  Are  not  those  two  separate  questions?  Is 
not  one  car  rental,  to  which  you  have  last  referred,  and  the  other 
dermmvige  penalty  for  failure  to  furnish  cars? 
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Mr.  WINGFIEIJ},  of  Virginia.  Oh,  yes;  car  rental  is  a  per  diem, 
but  it  all  comes  in  as  part  of  the  car  service.  It  is  covered  by  this 
general  subject  of  car  service,  and  was  so  treated  by  Mr.  Commis- 
sioner Lane  in  his  report  in  1908 — an  admirable  paper  which  all  of 
us  can  read  again  with  profit. 

Mr.  BURR,  of  Florida.  But  they  are  two  separate  questions,  though? 

Mr.  WINGFIELD.  Oh,  of  course,  but  it  all  comes  under  the  general 

.  '  A 

question  of  car  service,  and  the  corelative  that  is  so  troubling  us 

at  this  time— car  shortage. 

I  say  that  this  30  and  35  cents  per  day — I  understand  from  several 
of  the  railroad  people  that  they  have  put  it  up  now,  effective  the 
1st  of  January,  to  45  cents,  and  that  will  help  some — is  a  temptation 
for  the  distributing  roads  to  use  the  cars  of  the  originating  roads. 
Certain  roads  in  the  country  are  originating  roads.  They  get 
together  the  freight  and  then  send  it  off.  In  California  there  are 
originating  roads  that  send  their  cars  east,  and  the  balance  against 
them  at  the  time  of  car  shortage  is  very  great.  They  can  not  get 
their  cars  back.  These  distributing  roads  get  those  cars,  and  when 
they  can  make  more  money  by  the  use  of  them  than  this  35  or  45 
cents  a  day,  they  hold  them  and  you  can  not  get  them  back. 

Therefore,  as  a  solution  of  this — I  do  not  know  now  of  any  con- 
stituted authority  that  can  take  hold  of  it — but  as  a  solution  of  this, 
I  ask  this  body  to  give  force  to  the  request  of  this  American  Railway 
Association,  who  have  responded  to  our  suggestions  in  the  past, 
asserting  the  doctrine  that  it  is  the  duty  of  the  roads  to  provide 
adequate  equipment  to  do  the  business  of  the  country  and  to  furnish 
cars  whenever  demanded;  that  they  take  up  this  matter  and  do  the 
best  they  can  under  the  circumstances.  Those  are  the  two  vital 
suggestions  in  this  report. 

Mr.  MARBLE,  secretary  of  the  Interstate  Commerce  Commission. 
At  the  present  time  the  American  Railway  Association  is  in  session 
at  Chicago,  and  this  very  matter  is  before  them  very  actively  on 
the  initiative  of  the  Interstate  Commerce  Commission.  I  have,  I 
think,  examined  all  of  the  correspondence  that  has  come  to  this  com- 
mission in  the  last  few  months  complaining  of  the  failure  of  carriers 
to  furnish  cars.  The  situation  is  not  that  of  1907,  which  was  a  real 
disaster,  but  it  is  bad  enough  and  worse  than  the  shippers  should  be 
compelled  to  suffer. 

The  present  effort  is  to  secure  the  return  of  equipment  to  the  own- 
ing road.  I  venture  for  myself  to  believe  that  will  not  serve  as 
cure  for  the  distress,  but  it  will  serve  to  show  which  roads  are  delin- 
quent in  the  matter  of  the  movement  of  cars  and  in  the  matter  oi 
supplying  themselves  with  cars.  At  the  present  time  I  venture  also 
to  have  the  belief,  with  much  modesty,  because  it  can  only  be  a  belief, 
that  there  are  enough  cars  in  the  country  to  supply  the  needs  of 
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the  country,  and  that  the  delinquency  is  in  the  matter  of  power,  ter- 
minals, and  of  operation — of  the  use  of  equipment.  There  are  some 
operators  of  American  railways  who  are  not  competent.  Most  of 
them,  however,  are  competent  for  the  positions  they  hold,  but  they 
are  competent  for  the  lines  that  employ  them  and  competent  for  the 
interests  of  those  lines  as  against  the  rest  of  the  country  when  there 
is  a  conflict  of  interests,  and  the  result  is  a  total  incompetency  for 
the  entire  country  when  the  needs  of  the  country  are  to  be  con- 
sidered. 

I  had  the  pleasure  of  meeting,  not  long  ago,  a  committee  of  coal 
shippers  on  a  western  road  in  the  precise  position  cited  by  Mr.  Wing- 
field;  that  is  to  say,  90  per  cent  of  the  tonnage  of  this  road  is  coal, 
and  about  90  per  cent  of  the  coal  that  is  loaded  goes  off  its  line  for 
delivery.  The  cars  do  not  come  back,  but  are  taken  by  the  connect- 
ing lines  for  the  service  of  their  own  coal  shippers.  Some  of  those 
coal  shippers  are  in  direct  competition  in  the  matter  of  the  employ- 
ment of  labor  with  the  coal  shippers  on  the  line  of  the  road  I  have 
mentioned,  with  the  result  that  those  owners  find  that  their  mines 
have  to  be  closed  down  and  that  their  labor  is  going  to  competing 
mines,  and  these  competing  mines  are  being  supplied  with  cars  bear-, 
ing  the  initials  of  the  road  on  which  they  are  situated. 

Mr.  WINGFIELD,  of  Virginia.  I  wish  to  say  that  President  Stevens, 
of  the  Chesapeake  &  Ohio  Railway  Co.,  told  me  they  had  35,000  cars 
in  round  numbers  and  that  the  balance  against  them  was  15,000  cars. 

Mr.  MARBLE,  secretary  of  the  Interstate  Commerce  Commission.  I 
do  not  need  to  go  further  with  that,  because  you  gentlemen  are 
familiar  with  all  of  that.  I  do  not  know  whether  you  gentlemen 
have  seen  the  statement  recently  prepared  by  Mr.  Daley,  of  the 
Illinois  Central  Railroad,  in  which  he  analyzed  the  car  reports  on 
his  road  and  reached  the  conclusion  that,  taking  a  given  30  days, 
a  car  on  that  road  is  moving  three  days,  or  one- tenth  of  its  time. 
He  charged  the  standing  time  about  half  and  half  to  the  shipper 
and  to  the  railroad  company.  As  he  found  the  car  makes  three 
movements  in  a  month,  the  total  free  time  would  be  a  matter  of 
12  days,  and  he  charged  about  13^  days  to  the  shipper — a  day  and 
a  half  beyond  free  time.  The  balance  was  detention  by  the  rail- 
road company,  failure  to  move;  and  the  consideration  of  such 
facts  as  that  indicates,  it  seems  to  me,  that  the  great  reform  in  this 
matter  of  car  supply  must  be  found  in  operation,  and  that  the  re- 
sponsible railroad  heads  are  moving  in  that  direction  we  all  know. 
The  commission  is  informed  that  a  committee  is  now  at  work  with 
the  idea  of  enforcing  the  diversion  penalty  in  the  per  diem  rules, 
but,  as  I  have  suggested,  I  do  not  believe  that  is  the  complete  remedy, 
because  that  would  simply  serve  to  make  the  shippers  on  certain 
roads  worse  off  than  they  are  now,  if  they  simply  paid  the  penalty 
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and  continued  to  hold  the  cars,  and  the  success  of  that  will  depend 
upon  whether  or  not  it  operates  to  obtain  the  return  of  the  cars,  and 
that  will  be  an  improvement. 

I  think  I  have  had  something  to  do  with  this  matter  of  car  sho 
age  ever  since  I  have  been  with  the  Interstate  Commerce  Commis- 
sion— a  matter  of  six  years — and  I  have  said  what  I  have  said  to 
show  my  interest  in  the  matter.  And  now  I  want  to  suggest  th 
one  recommendation  made  by  this  committee  appears  to  me  not 
to  be  a  good  one.  I  say  that  with  all  modesty.  I  think  I  know  that 
certain  railroads  have  held  out  on  sidings  cars  containing  shipments 
destined  to  powerful  shippers,  at  their  request,  in  order  that  demur- 
rage might  be  avoided.  Now,  supposing  for  instance  that  the  States 
could  make  a  provision  that  interstate  shippers  should  receive  a  pay- 
ment from  the  railroad  company  for  failure  to  furnish  cars  on  the 
date  ordered  or  for  failure  to  transport  cars  promptly,  what  would 
be  the  result  when,  by  connivance  between  the  shipper  and  the  rail- 
road, the  payment  would  be  made  whenever  it  was  necessary  to  buy 
lonnage  in  that  way? 

Now,  if  we  are  to  move  along  the  line  of  penalizing  the  railroads, 
so  far  as  interstate  shipments  are  concerned,  I  trust  the  payment 
will  be  made  to  some  public  authority  as  a  penalty  upon  the  railroads 
and  not  to  the  shipper  with  whom  the  railroad  may  see  fit  to  make 
a  preferential  arrangement. 

Mr.  RICHARDS,  of  South  Carolina.  I  do  not  know  the  conditions 
existing  in  the  several  States  in  regard  to  interstate  or  interchange- 
able mileage-book  travel,  but  I  do  know  that  South  Carolina  has  a 
most  horrible  condition  of  affairs.  I  happen  to  have  the  honor  of 
being  on  a  committee,  the  committee  designated  as  uniform  classifi- 
cation and  simplification  of  tariffs,  and  therefore  I  feel  that  I  am 
entirely  within  my  rights  when  I  claim  that  I  can  come  before  this 
convention  and  ask  that  they  take  up  this  important  matter  of  uni- 
form rates  in  regard  to  mileage-book  travel  in  the  several  States. 

Now,  in  South  Carolina  we  have  a  law  requiring  the  acceptance  of 
mileage  on  the  trains  by  conductors.     The  fight  was  brought  about 
in  this  way:  The  railroads  issued  interchangeable  mileage  books,  but 
they  required  the  purchaser  and  holder  of  a  mileage  book,  before  he 
could  travel  on  their  road,  to  go  to  their  depot  windows  and  there 
exchange  the  mileage  for  a  ticket.    In  other  words,  the  mileage  w 
absolutely  worthless  if  the  traveler  undertook  to  use  it  on  the  trai 
This  was  a  live  issue  for  some  months,  and  finally  it  was  taken  up  i 
the  South  Carolina  Legislature,  and  ah  act  was  passed  requiring  the 
railroads  to  accept  the  mileage  on  the  trains  on  the  2d  of  May  las 
The  railroad  company,  of  course,  undertook  to  carry  out  that  la 
but  they  refused  to  sell  interchangeable  mileage  in  South  Carolin 
and  the  traveler  who  desires  to  use  mileage  has  to  spend  $80  for 
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purchase  of  four  books  over  the  four  different  lines  in  the  State  of 
South  Carolina.  We  have  had  a  lot  of  trouble  with  this  matter. 
We  know  that  the  commission  of  South  Carolina  and  the  commis- 
sions of  none  of  the  individual  States  have  the  power  to  force  the 
railroads  to  sell  mileage  or  to  accept  mileage  as  interchangeable  on 
their  lines. 

In  South  Carolina  the  railroad  commission  has  the  power  to  fix 
the  rate,  provided  the  rate  does  not  exceed  3  cents  per  mile,  but  it 
has  absolutely  no  power  over  the  conditions  that  I  have  tried  to  pre- 
sent to  you. 

I  am  informed  that  when  you  purchase  a  mileage  book  in  any  of 
the  Northern  or  Northwestern  States,  such  as  I  hold  in  my  hand, 
that  you  are  permitted  to  travel  on  any  of  the  lines  advertised 
on  the  back  of  that  book ;  that  the  mileage  is  accepted  on  the  train ; 
and  that  as  many  as  the  holder  may  desire  may  have  the  privilege  of 
riding  upon  the  train  on  that  mileage.  In  South  Carolina,  when  I 
return,  there  is  a  good  part  of  that  mileage  which  will  be  absolutely 
worthless  to  me.  I  have  paid  $20  for  the  book,  and  there  will  be 
as  much  as  200  miles  left  which  I  can  not  use.  It  will  not  be  ac- 
cepted at  all  unless  I  choose  to  make  an  interstate  journey.  No 
member  of  my  family  and  no  friend  of  mine  is  permitted  to  ride 
upon  that  book. 

I  do  not  think  that  such  a  condition  of  affairs  should  exist.  I 
believe  that  the  national  association  should  take  up  matters  of  this 
kind,  and  where  an  individual  State  is  suffering  should  come  to  its 
relief.  I  know  that  this  association  has  not  the  power,  but  the  Rail- 
road Commission  of  South  Carolina  recognizes  the  fact,  as  do  we  all, 
that  the  Interstate  Commerce  Commission  has  the  power  to  remedy 
or  regulate  this  matter  and  to  give  us  a  uniform  mileage-book  rate. 
I  do  not  know  the  conditions  that  exist  in  other  States,  but  I  can 
not  believe  that  South  Carolina  is  the  only  sufferer;  and  if  she  is, 
then  I  appeal  to  you  to  relieve  her  and  to  unite  in  the  effort  to  have 
the  Interstate  Commerce  Commission  establish  a  uniform  rule. 

I  leave  the  remed}7  to  the  wisdom  of  the  Interstate  Commerce 
Commission,  but  it  certainly  strikes  me  that  if  your  State,  for  in- 
stance, has  the  right  to  use  the  mileage  book  as  interchangeable,  then 
that  South  Carolina  should  have  that  same  privilege.  And  it  strikes 
me  that  the  Interstate  Commerce  Commission  has  the  power  to  order 
the  railroads  so  to  do  and  to  cease  this  practice. 

Mr.  BURR,  of  Florida.  I  did  not  catch  it,  if  you  so  stated.  Did 
you  say  why  the  interchangeable  privilege  has  been  withdrawn  in 
the  State  of  South  Carolina? 

Mr.  RICHARDS,  of  South  Carolina.  Simply  because  the  South  Caro- 
lina Legislature  passed  an  act  at  the  last  session  saying  that  a  holder 
of  one  of  these  books  should  be  permitted  to  present  it  to  the  con- 
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ductor  on  the  train,  and  that  the  conductor  was  to  pull  out  the  num- 
ber of  miles  which  the  man  wished  to  travel. 

Mr.  BURR,  of  Florida.  And  the  condition  now  imposed  is  that  the 
traveler  shall  exchange  coupons  in  that  mileage  book  for  a  ticket  at 
the  ticket  window  at  an  agency  station.  That  is  the  condition  in  the 
contract  ? 

Mr.  RICHARDS,  of  South  Carolina.  Yes,  sir;  that  is  the  condition, 
but  the  Legislature  of  South  Carolina  passed  an  act  giving  South 
Carolina  the  same  privilege  that  you  enjoy  in  the  North  and  in  the 
West.  Why,  it  strikes  me  that  the  railroad,  as  a  matter  of  business 
policy,  ought  to  be  willing  for  me  to  take  that  mileage  book  and  take 
any  member  of  my  family  or  anyone  else  I  chose  for  a  ride,  as  long 
as  I  hav&  the  mileage. 

Mr.  BURR,  of  Florida.  The  railroads  in  the  State  of  South  Caro- 
lina have  not  withdrawn  the  interchangeable  book  for  interstate 
travel,  have  they  ? 

Mr.  RICHARDS,  of  South  Carolina.  No,  sir. 

Mr.  BURR,  of  Florida.  Then  I  ask  the  further  question :  How  can 
the  Interstate  Commerce  Commission  require  the  railroads  operating 
in  South  Carolina  to  accept  the  interchangeable  mileage  between 
points  within  that  State?  Have  they  jurisdiction  to  do  so? 

Mr.  RICHARDS,  of  South  Carolina.  I  do  not  think  there  is  any  ques- 
tion about  it,  and  I  think  it  is  the  only  body  in  the  Nation  .that  has 
the  power ;  but  I  think  that  South  Carolina  is  entitled  to  relief,  and  I 
do  not  think  it  is  anything  amiss  to  make  the  effort  and  submit  this 
matter  to  the  Interstate  Commerce  Commission  and  see  if  relief  can 
be  given  to  our  people. 

Mr.  BURR,  of  Florida.  I  understand  that  the  gentleman,  then, 
wishes  the  Interstate  Commerce  Commission  to  make  local  rates  be- 
tween points  in  South  Carolina. 

Mr.  RICHARDS,  of  South  Carolina.  No,  sir;  I  do  not;  but  I  want 
the  Interstate  Commerce  Commission  to  say  that  South  Carolina 
shall  enjoy  the  same  privilege  as  Florida  or  any  other  State.  That 
there  shall  be  no  discrimination.  That  is  the  question. 

Mr.  BURR,  of  Florida.  If  I  understand  your  proposition,  you  want 
the  Interstate  Commerce  Commission  to  make  rates  between  Charles- 
ton and  Columbia ;  in  other  words,  to  take  it  out  of  the  hands  of  your 
commission. 

Mr.  RICHARDS,  of  South  Carolina.  Not  at  all;  but  I  do  want  the 
Interstate  Commerce  Commission  to  say  that  when  the  railroads  ad- 
vertise a  mileage  book  for  intrastate  travel  in  South  Carolina  and  a 
purchaser  puts  up  his  money  and  buys  one  of  those  books  that  it 
shall  be  accepted  on  all  trains  in  South  Carolina  as  interchangeable. 

Mr.  BURR,  of  Florida.  For  State  and  interstate? 
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Mr.  RICHARDS,  of  South  Carolina.  Yes,  sir ;  for  both  State  and  in- 
terstate travel,  just  as  we  have  had  prior  to  the  passage  of  the  act  of 
South  Carolina  requiring  the  conductors  to  accept  the  mileage  on  the 
trains. 

Mr.  BURR,  of  Florida.  Then  you  come  right  back  to  the  question  of 
asking  this  association  to  ask  the  Interstate  Commerce  Commission 
to  make  rates  for  your  State.  Now,  I  shall  object  to  that. 

Mr.  RICHARDS,  of  South  Carolina.  No;  because  the  law  of  the 
State  of  South  Carolina  is  plain  what  the  rate  shall  be,  and  the  rail- 
roads themselves  make  this  rate  of  2  cents  a  mile. 

Mr.  PRENTIS,  of  Virginia.  You  have  a  maximum  rate  in  South 
Carolina,  which  you  fixed,  of  2£  or  3  cents  ? 

Mr.  RICHARDS,  of  South  Carolina.  We  have  a  flat  rate  of  2£  cents. 

Mr.  PRENTIS,  of  Virginia.  Now,  the  railroads  come  in  and  tender 
you  an  interstate  mileage  book  and  they  attach  a  condition  to  it  ? 

Mr.  RICHARDS,  of  South  Carolina.  Yes,  sir. 

Mr.  PRENTIS,  of  Virginia.  And  that  is  where  the  trouble  is? 

Mr.  RICHARDS,  of  South  Carolina.  Yes,  sir. 

Mr.  PRENTIS,  of  Virginia.  Now,  can  you  force  them  to  make  that 
contract?  The  courts  have  said  you  can  fix  a  maximum  rate,  and 
here  the  railroads  have  gone  under  that  maximum  rate. 

Mr.  RICHARDS,  of  South  Carolina.  I  am  not  asking  the  gentlemen 
of  the  Interstate  Commerce  Commission  to  fix  a  rate  in  South  Caro- 
lina. I  simply  ask  that  when  the  contract  is  made  by  the  railroad 
company  that  it  shall  be  binding  in  South  Carolina  as  well  as  in  any 
other  State.  Yo  ugentlemen  seem  to  absolutely  misunderstand  me. 

Mr.  WINGFIELD,  of  Virginia.  I  simply  wish  to  say  this,  that  I 
yielded  for  a  motion  to  adjourn,  and  this  matter  seems  to  involve  a 
good  deal  of  discussion.  I  think  we  better  proceed  in  the  regular 
order  and  adjourn  for  recess  now  and  take  this  up  later. 

Mr.  RICHARDS,  of  South  Carolina.  I  simply  wish  to  say  that  I  have 
been  at  a  very  great  disadvantage  in  undertaking  to  run  over  this 
matter  hurriedly,  but  it  was  one  of  the  very  first  things  which  I  pre- 
sented to  the  chairman  of  the  association  when  I  came  in  here,  and 
he  selected  the  hour  of  11  o'clock  for  it  to  be  considered,  and  we  have 
not  been  able  to  reach  it  before.  I  am  willing  to  surrender  the  floor, 
but  I  am  very  anxious  to  have  a  resolution  passed  in  regard  to  this 
matter,  and  I  do  not  see  why  you  should  not  spend  a  few  more  min- 
utes on  it  now  and  finish  it  at  this  time.  I  will  ask  that  that  motion 
to  adjourn  be  withdrawn,  for  the  purpose  of  allowing  me  to  make  a 
motion. 

Mr.  WINGFIELD,  of  Virginia.  If  it  does  not  involve  any  discussion, 
I  shall  be  willing  to  yield. 
71466—13 17 
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Mr.  RICHARDS,  of  South  Carolina.  I  move  that  a  committee  of 
three  be  appointed  to  look  into  this  matter,  as  it  involves  a  question 
of  law  and  a  question  of  very  vital  importance  to  the  people  of 
South  Carolina,  and  report  back  to  this  association  during  the  pres- 
ent session. 

The  motion  was  carried. 

The  PRESIDENT.  The  motion  prevails.  The  Chair  will  appoint 
Commissioners  Richards,  Burr,  and  Judge  Mills  on  the  committee. 

The  hour  for  reconvening  was  not  indicated  in  the  motion. 

Mr.  BURR,  of  Florida.  I  move  that  we  now  adjourn  until  half  past 
2  o'clock. 

The  motion  was  carried. 

Whereupon,  at  1.15  p.  m.,  a  recess  was  taken  until  2.30  p.  m. 


AFTER  HECESS. 


The  convention  reconvened  at  2  o'clock  p.  m. 

Mr.  WHITNEY,  of  New  York.  Before  you  start  the  regular  pro- 
gram I  would  like  to  say  this:  There  are  a  number  of  secretaries  of 
commissions  and  several  commissioners  who  are  going  over  from 
here  to  New  York  City  to  visit  the  public  service  commission  for  the 
first  district  of  New  York.  I  want  to  extend  on  behalf  of  the  com- 
mission for  the  first  district  an  invitation  to  all  the  members  of  the 
association  to  come  over  and  visit  the  commission.  I  am  authorized 
by  Commissioner  Decker  to  say  that  the  commission  for  the  second 
district  would  be  glad  to  have  any  members  of  the  association  visit 
the  commission  for  the  second  district  at  Albany. 

REPORT    OF    COMMITTEE    ON    CAR    SERVICE,    DEMURRAGE,    AND 
RECIPROCAL   DEMURRAGE— Continued. 

Mr.  GOTHLIN,  of  Ohio.  When  that  report  was  made  this  morning, 
as  I  said  at  the  time,  perhaps  under  pressure  of  business  we  would 
not  want  to  go  into  a  discussion  very  fully,  but  there  was  consider- 
able discussion. 

There  are  two  distinct  subjects  treated  of  in  that  report.  One  is 
demurrage  and  the  other  the  matter  of  interchange  of  cars  as  regu- 
lated by  the  per  diem.  My  objection  was  to  that  part  of  the  report  on 
demurrage  which  commits  this  organization  to  an  appeal  to  Fedei 
authorities  for  regulation. 

As  those  members  of  the  association  who  were  here  in  1909  v( 
well  know,  I  have  always  been  a  firm  believer  in  the  theory  that 
demurrage  is  a  matter  of  State  regulation  solely  and  only,  and  F< 
eral  authorities  have  nothing  whatever  to  do  with  it.    For  that  res 
I  could  not  conscientiously  sign  that  report  so  long  as  it  cont 
that  recommendation.    I  wanted  to  make  myself  clear  on  that  point 
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The  second  part  of  the  report  refers  to  the  per  diem  and  inter- 
change of  cars,  and  a  good  deal  was  said  this  morning  about  the 
question  of  car  shortage.  Mr.  Marble's  remarks  particularly  inter- 
ested me.  He  spoke  about  what  the  Interstate  Commerce  Commis- 
sion was  attempting  to  do,  in  connection  with  the  American  Rail- 
way Association. 

In  Ohio  the  car  situation,  particularly  as  to  coal  cars,  became  acute 
some  four  weeks  ago.  We  had  strenuous  and  pathetic  complaints. 
There  are  some  of  the  mines  that  were  unable  to  work  but  one-third 
of  the  time,  not  because  they  had  not  plenty  of  orders,  but  simply 
because  they  could  not  get  the  equipment  to  load.  The  commission 
instituted  an  informal  inquiry.  We  asked  the  general  superintend- 
ents of  the  coal-carrying  lines  and  the  car  accountants  to  attend  a 
conference  that  was  held  last  Friday. 

It  developed  at  that  conference,  at  least,  that  so  far  as  the  statements 
made  by  the  railroad  officials  contributed  light  upon  that  subject, 
a  large  part  of  the  car  shortage  is  due  to  the  fact  that  the  equipment 
of  the  coal-carrying  lines,  after  it  leaves  the  home  line  and  gets  upon 
the  connection,  is  not  returned.  Mention  was  made  by  Mr.  Marble 
this  morning  of  the  Illinois  Central.  It  was  stated  as  a  fact  by  offi- 
cials of  one  of  the  originating  Ohio  lines  that  cars  leaving  the  State 
of  Ohio  and  arriving  at  Chicago  and  going  to  a  western  line — on  a 
switching  movement  only,  not  on  a  road  movement — would  be  taken 
by  the  Illinois  Central  to  their  Illinois  mines  and  loaded  back  and 
held  for  a  month.  The  Hocking  Valley  Railroad,  which  is  one  of 
the  principal  coal-carrying  lines  in  Ohio,  has  the  second  largest 
equipment  per  mile  of  any  road  in  the  State.  They  have  consider- 
ably over  40  cars  to  the  mile,  taking  all  the  cars  together.  They 
have  35  or  36  gondolas  per  mile,  which  is  two  or  three  times  as  much 
is  the  average  railroad  equipment.  They  say  that  they  could,  if 
the  commission  desired,  cite  innumerable  instances  of  cars  loaded  in 
Ohio  and  going  west.  They  say  that  they  do  not  complain  so  much 
)f  their  direct  connections ;  it  was  the  secondary  connections,  too  far 
iway  for  them  to  influence.  They  stated  they  could  influence  their 
immediate  connections,  but  the  secondary  connections  they  could  not. 

id  in  spite  of  all  of  the  appeals  that  they  had  made,  they  could  not 
lo  anything. 

Mr.  Kearney,  of  the  Baltimore  &  Ohio,  stated  their  road  had 
ippealed  to  rule  19  of  the  American  railway  organization,  which 
>rovides  for  a  penalty  after  decision  by  a  sort  of  extemporary  court, 
provided  in  the  agreement  with  the  American  Railway  Association. 
He  was  followed  by  Mr.  A.  B.  Starr,  of  the  Pennsylvania  lines  west 
of  Pittsburgh.  He  did  not  feel  that  rule  19  was  worth  the  paper  it 

fas  written  on,  and  that  before  any  relief  could  be  secured  the  time 
for  relief  would  be  passed. 
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But  no  one  of  the  railroads  had  ever  made  any  complaint  against 
their  connections  to  any  Government  body,  either  to  any  State  com- 
mission or  to  the  Interstate  Commerce  Commission.  The  Ohio  coal- 
carrying  lines  intimated  they  would  be  very  glad,  indeed,  if  the  Ohio 
commission,  through  its  intercession  with  the  Interstate  Commerce 
Commission,  could  secure  relief  for  them  in  the  way  of  some  prompt 
return  of  cars  that  were  loaded  out  of  Ohio  with  coal.  We  have  had 
considerable  trouble,  of  course,  with  grain,  but  not  to  the  extent  that 
we  have  had  with  coal. 

My  purpose  in  bringing  up  this  matter  this  afternoon — and  I  had 
hoped  Mr.  Marble  would  be  here  when  I  talked  about  it — was  to  ask 
if  the  Ohio  commission  would  take  the  officials  of  the  coal-carrying 
roads  at  their  word,  and  get  them  to  give  us  individual  instances, 
innumerable,  as  they  say,  of  cars  that  left  Ohio  loaded  with  coal, 
had  gone  to  connections,  and  were  unduly  and  improperly  detained ; 
that  if  we  brought  those  in  black  and  white  before  the  commission, 
upon  complaint  of  the  Ohio  commission,  whether  there  was  any  relief 
in  sight.  That  is  what  we  propose  to  do  if  we  can  get  any  promise 
or  any  expectation  of  relief. 

We  all  know  that  railroads  will  not  appeal — at  least  there  is  an 
indisposition  of  the  railroads  to  appeal — to  any  governmental  body 
as  against  another  railroad.  They  would  rather  let  their  cars  go  and 
let  the  people  suffer. 

The  report — and  this  part  of  it  I  am  fully  in  accord  with — recom- 
mends, I  believe,  an  increase  of  the  per  diem  charge.  I  have  always 
believed  the  per  diem  charge  of  25  to  30  cents  a  day  was  entirely 
inadequate.  On  the  1st  of  January  it  will  be  made  45  cents  per  day. 
I  do  not  believe  that  is  adequate.  I  believe  it  ought  to  be  at  the 
present  time  at  least  75  cents  per  day.  What  does  the  committee 
recommend  ? 

Mr.  WINGFIELD,  of  Virginia.  We  recommend  $1. 

Mr.  GOTHLIN,  of  Ohio.  I  do  not  believe  I  am  quite  willing  to  go 
that  far.  Perhaps  that  may  be  the  correct  figure.  At  any  rate  I 
am  in  accord  with  the  sentiment  of  the  report  that  far.  I  agree 
thoroughly  with  Mr.  Marble  in  what  he  said  this  morning  with  ref- 
erence to  the  cause  of  the  shortage.  I  am  not  fully  persuaded  that 
the  car  shortage  results  from  lack  of  equipment.  I  am  inclined  to 
think  more  as  he  says  that  a  large  part  of  the  car  shortage  is  the 
result  of  slow  movement  of  cars,  insufficient  power,  and  insufficient 
track.  The  average  movement  to-day  on  the  roads  of  the  United 
States  is  something  like  23  miles  per  day.  You  can  do  that  much 
with  a  horse  and  wagon.  Twenty-three  miles  per  day,  in  my 
opinion,  is  not  an  adequate  movement.  Of  course,  that  does  not 
mean  loaded  cars  altogether.  That  takes  in  all  cars  and  includes 
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detention  at  both  terminals,  but  even  with  the  taking  out  of  the 
detention  at  the  terminals  the  average  movement  of  loaded  cars,  say, 
would  not  be  over  40  or  45  miles  a  day,  and  I  think  one  particular 
reason  of  the  car  shortage  to-day  is,  as  Mr.  Marble  says,  the  lack  of 
proper  management,  the  lack  of  sufficient  facilities  to  move  the  cars 
faster.  I  do  not  believe  it  is  because  of  the  slowness  in  loading.  I 
know  that  in  so  far  as  coal-mine  loading  is  concerned,  they  do  not 
take  two  days  on  an  average.  Coal  cars  at  the  mines  are  all  of  them 
loaded  now  in  24  hours,  and  at  the  other  end  the  average  detention  is 
less  than  two  days. 

In  so  far  as  the  per  diem  situation  is  concerned,  I  am  in  hearty 
accord  with  the  report  as  to  the  increase  in  the  per  diem.  But  as 
representing  the  State  of  Ohio,  I  am  bound  to  state  that  if  we  can 
get  any  encouragement  to  do  so  we  will  collate  such  data  as  we  can 
obtain  with  reference  to  the  detention  of  cars  and  present  it  to  the 
commission  with  the  hope  of  getting  some  relief. 

Mr.  MCKNIGHT,  of  Arkansas.  What  is  the  earning  capacity  of  a 
car  per  day? 

Mr.  GOTHLIN,  of  Ohio.  There  are  all  kinds  of  figures  on  that.  The 
train-mile  earnings  only  run,  you  know,  from  about  $3  up  to  $7  and 
$8  on  the  average. 

Mr.  MCKNIGHT,  of  Arkansas.  The  St.  Louis  &  Southwestern  gen- 
eral superintendent  in  my  office  said  that  the  earning  capacity  for 
cars  was  about  $35  a  day;  that  their  cars  were  worth  that  much  to 
them,  especially  now.  If  you  have  a  car  that  is  worth  $35  a  day  to  a 
railroad  company,  what  is  $1  a  day  for  them  to  keep  it  from  another 
)mpany  ?  It  does  not  look  to  me,  gentlemen,  that  a  dollar  a  day  is 
lough  to  tax  the  roads,  if  you  intend  to  put  any  penalty  upon  them 
whatever. 

The  circuit  Federal  judge,  when  he  rendered  the  decision — which 
was  read  this  morning — in  Arkansas  against  the  St.  Louis  &  South- 
western Railway  Co.,  said  that  $5  per  day  demurrage  was  excessive, 
3ause  of  the  fact  that  you  might  invest  the  same  amount  of  money — • 
?1,000 — in  a  lot  and  house  in  Little  Rock,  and  it  would  not  rent  for 
lore  than  $10  per  month.  But  the  car  would  amount  to  $150  a 
lonth  at  $5  a  day  rental.  You  see  what  that  would  mean.  There- 
fore the  rental  is  out  of  reason ;  it  is  too  high — the  $5  a  day. 

Now,  I  do  not  think,  coming  around  and  telling  us  that  a  car  is 
worth  $35  a  day,  that  $1  a  day  is  too  much  penalty  to  put  on  that 
ir.     It  looks  like  that  is  inconsistent.     I  do  not  think  $1  a  day  is 
mough.     Even  if  the  car's  earning  capacity  is  $3,  charging  a  dollar 
day  they  would  make  $2  a  day.     If  they  are  going  to  have  any  kind 
)f  penalty,  they  ought  to  pay  enough  to  make  them  return  those 
irs  so  that  they  might  be  loaded  by  their  original  owners. 
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Mr.  ELMQUIST,  of  Minnesota.  It  seems  to  me  that  we  want  to  bear 
in  mind  that  there  are  two  questions  to  be  considered.  First,  it  is 
for  the  benefit  of  public  policy  to  have  cars  interchanged,  and  so  long 
as  the  delivering  line  is  not  wrongfully  or  unreasonably  using  that 
car,  they  should  not  be  penalized.  When  the  time  arrives  when  they 
should,  in  the  ordinary  operation  of  that  line,  have  delivered  that 
car  back  to  the  originating  line,  then  the  penalty  should  attach. 

So  I  do  not  believe  it  is  fair  to  ask  them  a  dollar  a  day  upon  the 
car  during  the  first  period  we  discussed,  but  I  do  think  we  should 
have  a  sliding  scale  and  attach  a  higher  penalty  upon  that  car  during 
the  time  they  are  unreasonably  keeping  possession  of  it. 

Three  years  ago  we  adopted  a  uniform  demurrage  code.  We  did 
it  hoping  it  was  going  to  benefit  conditions  throughout  the  country. 
I  think  it  has  been  the  measure  of  a  good  deal  of  good,  although  it 
has  not  resulted  as  favorably  as  we  had  anticipated. 

I  hold  in  my  hand  here  a  statement  received  from  the  demurrage 
bureau  of  our  State,  which  consists  of  all  the  roads  but  two  in  Min- 
nesota. For  the  month  of  October,  1912,  this  report  shows  that  the 
average  detention  of  cars  for  unloading  of  80,100  cars  at  all  of  the 
stations  in  the  State  is  4.39  days.  It  is  very  apparent  that  the  de- 
murrage of  $1  a  day  is  not  expediting  the  unloading  of  cars  in  Min- 
nesota. That  is  very  apparent  this  year,  when  we  need  the  cars  more 
than  we  ever  did  before  in  the  history  of  the  State. 

Mr.  GOTHLIN,  of  Ohio.  Does  that  include  the  free  time? 

Mr.  ELMQTTIST,  of  Minnesota.  No. 

Mr.  GOTHLIN,  of  Ohio.  From  placement? 

Mr.  ELMQUIST,  of  Minnesota.  This  simply  included  the  time  that 
has  been  assessed  against  the  cars.  This  is  the  demurrage  statement, 
and  shows  the  demurrage  charge  which  has  been  assessed  and  which 
would  be  collected. 

Mr.  MCKNIGHT,  of  Arkansas.  And  the  free  time? 

Mr.  ELMQUIST,  of  Minnesota.  Yes. 

Mr.  MCKNIGHT,  of  Arkansas.  Which  is  48  hours  from  7  o'clock  the 
following  morning? 

Mr.  GOTHLIN,  of  Ohio.  That  is  the  average  total  detention  ? 

Mr.  ELMQUIST,  of  Minnesota.  No;  this  is  the  excess. 

The  PRESIDENT.  I  can  explain  that.  The  demurrage  bureau  would 
know  nothing  about  the  question  of  free  time.  This  is  the  report  of 
the  demurrage  bureau. 

Mr.  GOTHLIN,  of  Ohio.  Do  I  understand  the  statement  that  the 
average  detention  of  cars  is  4.39  in  excess  of  free  time,  on  the  aver- 
age, of  all  cars? 

Mr.  ELMQUIST,  of  Minnesota.  That  is  the  report. 

Mr.  GOTHLIN,  of  Ohio.  In  our  State  the  total  detention  is  onh 
about  1.9  days,  including  the  free  time. 


PROCEEDINGS  OF   THE   CONVENTION.  257 

Mr.  ELMQUIST,  of  Minnesota.  That  is  why  I  am  bringing  this  state- 
ment here  now,  to  show  that  the  charge  of  $1  a  day  does  not  expedite 
the  unloading  of  cars. 

It  is  possible  that  that  condition  could  be  remedied,  if  you  would . 
have  demurrage  assessed  upon  a  sliding  scale,  having  $1  a  day  for 
the  first  day,  $2  for  the  second  day,  $3  for  the  third  day,  $4  for  the 
fourth  day,  $5  for  the  fifth  day,  and  $5  thereafter.     I  am  simply  leav- 
ing that  suggestion  here  for  what  it  may  be  worth. 

The  PRESIDENT.  The  question,  gentlemen,  is  upon  the  adoption  of 
the  report.  As  I  recall  it,  there  is  no  substitute  motion,  nor  any  for 
any  amendment. 

Mr.  GOTHLIN,  of  Ohio.  Excuse  me,  Mr.  Chairman;  my  motion 
was  that  it  be  received  and  printed.  Was  that  motion  subsequently 
amended  ? 

Mr.  WINGFIELD,  of  Virginia.  I  expressed  a  desire  it  should  be 
adopted.  I  do  not  know  that  any  motion  has  been  formally  made  to 
that  effect. 

The  PRESIDENT.  Mr.  Gothlin  made  some  such  suggestion,  but  no 
motion  has  been  offered,  as  the  Chair  recalls,  modifying  or  offering  a 
substitute  motion  for  that  of  the  chairman  of  the  committee ;  but  that 
is  open  at  this  time,  if  anybody  desires  to  offer  anything. 

Mr.  GOTHLIN,  of  Ohio.  My  idea  is  this:  When  Judge  Wingfield 
finished  the  reading  of  the  report  he  made  no  motion  whatever,  but  I 
immediately  took  the  floor  and  stated  that  I  did  not  care  at  that  time 
to  go  into  a  statement  of  the  reasons,  but  there  were  some  parts  of  the 
report  I  could  not  conscientiously  approve  of.  But  as  I  had  signed  it, 
with  a  notation  dissenting  as  to  some  recommendations,  I  therefore 
moved  it  be  received  and  printed.  I  did  not  know  the  judge  had 
moved  for  the  adoption  of  the  report. 

The  PRESIDENT.  That  is  the  position.  Now,  Mr.  Gothlin,  do  you 
desire  to  offer  a  substitute? 

Mr.  GOTHLIN,  of  Ohio.  In  so  far  as  I  am  personally  concerned  I 
can  not  see  my  way  clear  to  vote  for  indorsing  the  entire  report  and 
everything  it  contains.  In  many  things  I  do,  but  not  in  all  of  them. 
I  would  move,  therefore,  as  a  substitute  for  the  motion  of  the  chair- 
man of  the  committee,  that  it  be  received  and  printed. 

The  PRESIDENT.  The  meeting  understands  the  motion. 

Mr.  WOOD,  of  Indiana.  This  is  the  report  of  the  committee  on 
demurrage  ? 

The  PRESIDENT.  Yes. 

Mr.  WOOD,  of  Indiana.  I  want  to  submit  just  in  two  minutes  a  tele- 
gram I  have  received  on  that  subject,  and  in  doing  so  I  want  to  say  I 
believe  in  the  principle  that  railroad  commissions  represent  the  pub- 
lic in  the  first  instance,  but  that  they  also  represent  the  railroad  com- 
panies. This  is  a  telegram  from  the  chief  attorney  of  the  Big  Four 
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Railroad  system  upon  that  subject,  and  I  desire  to  submit  it  to  this 
meeting  because  I  regard  it  as  being  important.  The  telegram  is 
addressed  to  me,  and  says: 

Consider  suggesting  to  your  meeting  advisability  of  adopting  demurrage  code, 
to  apply  everywhere  and  be  changed  at  stated  periods  of  six  months  or  one 
year.  We  are  seriously  embarrassed  right  now  by  having  five  different  sets  of 
rules  to  deal  with. 

(Signed)  FEA^K  L.  LITTLETON. 

I  know  that  that  is  embarrassing  to  the  railroad  companies,  because 
over  in  Ohio  the  railroad  commission  of  Ohio  makes  an  exception 
to  the  national  code  of  demurrage  rules,  and  in  Indiana,  while  we 
adopted  the  rules,  we  felt  compelled,  on  account  of  a  State  law,  a 
statute  of  that  State,  which  excludes  holidays  and  Sundays,  to  take 
holidays  and  Sundays  out  of  the  average  agreement.  The  effect  of 
leaving  those  days  in  the  average  agreement  would  be  two  additional 
days  against  the  shipper  in  the  average  rule. 

We  accepted  that,  and  so  changed  the  national  code  of  demurrage 
rules.  This  seriously  embarrasses  the  railroad  companies.  I  do  not 
know  what  will  be  the  ultimate  effect,  but  I  submit  the  suggestion 
of  this  great  railway  company,  that  wants  to  obey  the  rule,  to  this 
meeting — they  are  embarrassed  by  having  five  sets  of  rules. 

Mr.  GOTHLIN,  of  Ohio.  Allow  me  to  refer  to  the  statement  Mr. 
Wood  makes  with  reference  to  the  Ohio  commission  having  made 
some  exceptions  to  the  uniform  code.  I  rather  differ  with  that  state- 
ment. The  uniform  code  made  some  exceptions  to  our  rule. 

Mr.  WOOD,  of  Indiana.  Exactly.  That  illustrates  the  point  and 
shows  why  the  difference  is. 

Mr.  WINGFIELD,  of  Virginia.  If  I  understand  that  telegram,  it 
means  that  the  uniform  national  code  shall  be  adopted  for  intrastate 
business  by  the  several  States,  in  order  to  make  it  a  uniform  rule, 
both  for  interstate  and  intrastate  business. 

Mr.  WOOD,  of  Indiana.  Yes,  sir.  We  adopted  that  code  in  Indiana, 
and  here  at  this  particular  moment  the  railroad  companies  are  em- 
barrassed in  the  performance  of  their  duties  in  moving  the  cars  on 
account  of  the  variations  that  have  been  made  by  the  Ohio  commis- 
sion and  the  Indiana  commission  and  other  commissions  having  five 
sets  of  rules  to  deal  with. 

I  merely  submit  this  for  your  consideration  in  this  brief  way  to 
the  association. 

Mr.  GOTHLIN,  of  Ohio.  I  can  solve  that  problem  in  a  minute.  If 
the  railroads  in  Ohio  and  Indiana  are  embarrassed  they  can  adopt 
our  rules  and  thereby  have  but  one  set. 

Mr.  WOOD,  of  Indiana.  They  can  not  adopt  your  rules  and  comply 
with  the  national  code.  There  still  will  be  two  rules,  because  in  your 
rules  there  will  be  additional  days  to  the  shipper  and  in  the  national 
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code  there  will  be  less.  How  are  they  going  to  do  it?  It  is  im- 
portant and  I  submit  it  in  this  general  way.  I  do  not  know  what 
we  can  do  with  it. 

The  PRESIDENT.  The  question  is  upon  the  adoption  of  the  substi- 
tute motion,  the  original  motion  being  to  adopt  the  report  made  by 
the  chairman  of  the  committee,  and  Mr.  Gothlin's  motion  being 
as  a  substitute  that  the  report  be  received  and  printed. 

Mr.  WINGFIELD,  of  Virginia.  I  did  not  wish  to  say  anything  more 
until  all  the  members  who- wished  to  speak  as  to  this  subject  had 
spoken.  I  would  like  a  few  minutes  to  close,  after  the  opportunity 
is  given  for  members  to  speak. 

As  to  Mr.  Gothlin's  difficulty  about  our  saying  anything  relative 
to  inviting  cooperation  of  the  Interstate  Commerce  Commission  in 
regard  to  this  code,  relating  to  interstate  business,  we  are  now  fac- 
ing a  condition,  not  a  theory.  We  have  a  car  shortage  all  over  the 
country.  The  Interstate  Commerce  Commission  has  always  taken 
part  in  this  matter  of  the  national  demurrage  code,  and  therefore  I 
can  not  agree  with  Mr.  Gothlin  in  reserving  any  point  in  regard  to 
that  matter. 

Under  the  present  status,  the  cooperation  of  the  Interstate  Com- 
merce Commission  with  the  American  Railway  Association,  the  In- 
terstate Commerce  Commission  representing  the  interests  of  the 
shippers  on  all  interstate  business  and  the  American  Railway  Asso- 
ciation representing  the  carriers,  I  can  not  find  any  other  or  better 
body  to  act  upon  this  matter. 

The  attitude  of  the  Interstate  Commerce  Commission  has  been 
expressed  by  Commissioner  Lane  in  the  report  of  1908.  That  report 
was  gotten  out  at  the  time  of  the  severe  car  shortage  of  1907,  to  meet 
conditions  then  existing.  And,  like  everything  else  that  Mr.  Lane 

idertakes  to  treat,  that  report  is  very  instructing.    I  will,  therefore, 

id  just  one  or  two  sentences  out  of  that  report : 

In  recent  decisions  touching  car  distribution  in  time  of  shortage  of  cars,  the 
jmmission  has  taken  the  position  that  it  is  the  carriers'  duty  to  furnish  all 
icilities  of  transportation. 

And,  again,  on  page  129 : 

It  is  the  legal  duty  of  carriers  to  furnish  sufficient  facilities  with  which  to 
ransact  the  business  of  all  shippers.  The  efforts  of  the  carriers  and  the 

forts  of  governmental  authorities  must  be  finally  directed  to  securing  com- 
lete  fulfillment  of  this  duty  by  the  carriers.  It  will  not  do  to  rest  content 
rith  an  adjustment  of  the  difficulties  caused  by  failure  of  carriers  to  do  their 
ill  duty.  Carriers  should  be  required  to  supply  themselves  with  adequate 
luipment  to  serve  the  business  and  industry  of  the  country. 

A  careful  study  of  the  car  shortage  of  1906-7  shows  that  on  many  great 
rstems  an  inadequate  use  of  the  cars  in  hand  was  secured.  This  failure  to 
iroperly  use  equipment  in  hand  was  due  to  inadequate  motive  power  and 
isufficient  terminals,  and  to  bad  operating  methods. 
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Therefore  I  assume  that  the  Interstate  Commerce  Commission  is 
in  full  sympathy  with  the , fundamental  proposition  of  this  report, 
that  it  is  the  duty  of  the  carriers  to  provide  adequate  equipment,  both 
of  cars  and  motive  power;  adequate  facilities  for  operation,  both  in 
the  haul  along  the  line  and  terminals ;  that  it  is  their  duty  to  provide 
all  this  for  all  the  business  of  the  country,  both  interstate  and  intra- 
state. 

That  being  the  animus  of  this  Interstate  Commerce  Commission, 
I  do  not  know  of  any  body  or  organization  or  authority  in  this 
country  from  whom  we  can  expect  better  results.  As  to  the  Ameri- 
can Railway  Association,  that  represents  the  carriers,  to  whom  this 
problem  is  put  up  for  solution.  How  will  they  perform  that  duty? 
By  these  two  interests  coming  together  I  believe  we  will  get  the  best 
result  under  the  present  state  of  legislation  to  meet  this  matter  of 
car  shortage. 

As  to  the  various  suggestions  which  have  been  made — as,  for 
instance,  the  question  of  whether  the  charge  shall  be  50  cents  per 
diem  or  75  cents  per  diem  or  $1  per  diem — I  am  perfectly  willing  for 
these  two  parties  to  settle  that.  Whether  it  shall  be  a  fixed,  cast-iron 
rule  all  through  the  year  or  an  elastic  rule,  I  am  perfectly  willing 
for  those  bodies  to  settle. 

So,  as  to  the  detention  of  cars  at  the  ports.  They  have  much  better 
opportunity  to  know  the  facts  in  regard  to  the  operation  of  the 
rules  where  the  roads  are  allowed  to  give  all  the  time  they  please  at 
the  ports.  They  have  the  data.  As  to  all  other  questions  of  ter- 
minals, and  everything  of  that  kind,  so  exhaustively  covered  by  Mr. 
Lane's  report — and  I  refer  also  to  an  address  made  by  Mr.  Hale  in 
that  same  report  of  1908,  as  chairman  of  the  committee  on  car  serv- 
ice of  the  American  Railway  Association — as  to  all  of  those  matters, 
I  am  willing  for  this  report  to  go  to  these  two  bodies  to  be  acted  on, 
asserting  the  duty  of  the  railroads  to  furnish  adequate  equipment  for 
the  business  of  the  whole  country,  intrastate  and  interstate;  and  all 
that  I  ask  is  the  indorsement  of  this  report,  to  put  behind  it  force 
to  accomplish  the  result  we  all  need  now — the  solution  of  this  ques- 
tion of  car  shortage. 

The  PRESIDENT.  The  Chair  will  put  the  question,  which  is  the  sub- 
stitute, that  the  report  be  received  and  printed. 

The  substitute  was  carried. 

The  PRESIDENT.  The  Chair  will  state  now,  for  the  information  of 
the  meeting,  that  the  chairman  of  the  special  committee  on  rails  and 
equipment,  Mr.  Sague,  of  New  York,  is  absolutely  compelled  to  lea 
on  the  4  o'clock  train,  and  I  ask  the  indulgence  of  the  conventio: 
that  his  report  may  be  presented  at  this  time.    He  is  more  conversan 
with  it  than  any  other  member  of  the  committee,  and  it  is  desirable 
that  he  make  the  presentation. 
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Mr.  Sague,  of  New  York,  presented  the  following : 

REPORT  OF  THE   COMMITTEE  ON   RAILS   AND   EQUIPMENT. 

SUMMABY    OF    REPORT. 

This  committee  was  appointed  to  study  the  subject  of  rails  and  railway  equip- 
ment, to  report  upon  the  advisability  of  Government  inspection  and  of  legisla- 
tion to  reduce  failures,  and  to  consider  other  questions  related  to  this  subject. 

Because  of  the  impossibility  of  covering  the  entire  ground  with  thoroughness, 
the  committee  decided  to  confine  its  attention  almost  exclusively  to  rails.  The 
study  of  rail  failures  and  of  possible  improvements  is  complicated  by  various 
uncertain  elements,  such  as  quality  of  material,  weight  and  speed  of  locomotives 
and  cars,  and  track  conditions.  Experts  differ  widely,  and  it  has  been  impos- 
sible for  the  committee  to  weigh  all  of  the  conflicting  evidence  available  or  to 
question  experts  to  the  extent  necessary  to  reach  positive  conclusions.  State- 
ments as  to  causes  of  failure  and  suggestions  for  improvement  are  therefore  ad- 
vanced as  topics  for  discussion  rather  than  as  final  conclusions. 

The  suggestions  of  the  committee  are  given  in  detail  in  the  report  and  are 
summarized  as  follows: 

1.  Present  rail-failure  problems  are  similar  to  those  of  the  past.    Recent 
breakage  of  steel  rails  develops  questions  similar  to  those  which  were  caused 
by  the  breakage  of  iron  rails.     The  problems  of  rail  failure  and  wear  are  con- 
tinuous ones,  which  have  always  been  serious  and  will  probably  always  re- 
main so. 

2.  The  statistics  of  accidents  caused  by  rail  failures  are  incomplete  and  un- 
satisfactory.    They  indicate,  however,  that  the  danger  from  broken  rails  is  not 
as  great  as  generally  supposed.    The  statistics  for  a  10-year  period  indicate 
very  small  percentages  of  casualty  from  broken  rails,  compared  with  total  acci- 
dents to  passengers  and  employees.     Broken-rail  accidents  are  much  less  serious 
as  measured  by  casualties  and  destruction  to  property  than  collisions. 

3.  No  complete  statistics  of  rail  failures  are  available.    The  best  data  is 
that  collected  by  the  rail   committee  of  the  American  Railway   Engineering 
Association. 

4.  Many  of  the  smaller  roads  and  branch  lines  have  practically  no  rail  fail- 
ures, and  the  problem  appears  to  be  principally  confined  to  railroads  which 
handle  a  large  tonnage  of  heavy  and  fast  traffic.    For  such  lines  the  statistics 
show  that  winter  rail  breakage  constitutes  the  important  problem.    The  num- 
ber of  rail  breakages  on  main  lines  handling  heavy  traffic  shows  that  in  winter 
the  factor  of  safety  of  the  rail  under  prevailing  wheel  weights  and  speeds  is 
small,  and  it  is  important  to  consider  every  improvement  which  may  increase 
this  factor. 

5.  Main   types   of  rail   failures   are    "  split   heads,"    •'  broken   flanges,"   and 
"broken  rails."    The  statistics  show  great  variation  in  the  relative  number  in 
each  of  these  classes  of  failures,  although  the  head  failui'es  appear  to  pre- 
dominate.    Some  roads  have  great  numbers  of  broken  flanges ;  others,  such  as 
the  Ilarriman  lines,  have  but  little  "  flange  failure." 

6.  Split  heads  appear  to  be  caused  principally  by  defective  material. 

7.  Broken  flanges  appear  to  be  the  result  of  transverse  weakness  in  the  base 
of  the  rail  caused  by  lamination  or  seams  which  develop  in  rolling. 

8.  Broken  rails  are  caused  by  defective  material  and  methods  of  manufacture, 
defective  track,  defective  equipment,  by  injury  from  locomotives  slipping,  and 
other  accidental  causes.     Breakages  due  to  these  causes  are  greatly  increased 
by  winter  conditions  and  by  high  speed. 
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9.  The  most  dangerous  form  of  rail  failure  appears  to  be  that  caused  by  the 
development  of  internal  transverse  fissures,  such  as  resulted  In  the  Manchester 
accident.    There  appears,  however,  to  be  very  few  of  such  failures,  and  further 
investigation  is  necessary  to  determine  their  cause. 

10.  The  principal  elements  of  defective  material  appear  to  be  defects  near 
the  top  of  the  ingot,  due  to  segregation  and  piping,  and  flaws  scattered  through- 
out the  ingot,  and  caused  by  blowholes,  slag,  and  various  impurities. 

11.  Rail  failures  in  winter  are  excessive  as  compared  with  summer.    In  New 
York  State  the  principal  kinds  of  rail  failures  for  three  years  averaged  about 
200  per  month  for  nine  months  and  varied  from  364  to  895  per  month  for  the 
remaining  months  of  January,  February,  and  March.     This  variation  was  ap- 
parently caused  by  variations  in  the  severity  of  the  winters. 

12.  Defective  track   conditions  cause  many   rail   failures,  especially  in   the 
winter.    The  principal  contributing  defects  appear  to  be  bad  surface  and  poor 
drainage. 

13.  Defective  equipment  causes  many  rail  failures,  especially  in  connection 
with  heavy  wheel  weights  and  high  speeds.    The  most  serious  cause  of  failures 
under  this  head  is  "  flat  wheels."    Rail  failures  due  to  defective  equipment  are 
much  greater  in  winter  than  in  summer,  and,  in  connection  with  defective  track 
and  high  speeds,  probably  constitute  the  principal  causes  of  increased  breakage 
of  rails  in  winter. 

14.  High-speed  schedules  in  winter  in  connection  with  defective  track  and 
equipment  is  the  cause  of  much  rail  breakage.     Train  delays  in  winter  are 
frequent.    Fast  trains  delay  local  passenger  and  freight  trains,  and  the  pres- 
sure to  make  up  time  is  much  increased  compared  with  summer. 

15.  The  "  anvil "  effect  produced  on  a  frozen  roadbed  in  connection  with  the 
defects  and  conditions  before  noted  appears  to  be  the  cause  of  rail  failures  in 
winter  rather  than  any  change  in  the  steel  which  may  be  produced  by  cold. 

16.  Recent  rail  breakage  as  compared  with  the  past  is  to  a  great  extent  due — 
(a)  To  the  gradual  exhaustion  of  pure  ores  suitable  for  the  Bessemer  proc- 
ess, which  has  made  it  necessary  to  permit  the  increase  of  the  proportion  of 
phosphorus  in  the  finished  rail  from  0.06  per  cent  to  0.10  per  cent,  or  over  60 
per  cent. 

(6)  To  the  rapid  increase  of  wheel  weights  and  speeds  brought  about  by 
traffic  requirements,  which  has  resulted  in  more  severe  conditions  of  service  than 
have  ever  before  been  imposed  in  railroad  history. 

17.  The  following  are  among  the  methods  which  will  probably  be  found  to  be 
most  effective  in  reducing  rail  breakage: 

(a)  Improved  maintenance  of  equipment,  especially  of  wheels,  and  reduction 
in  the  number  of  worn  and  flat  wheels;  improved  balancing  of  locomotives; 
improved  track  design  and  maintenance,  including  effective  drainage,  ample 
depth  of  ballast,  and  uniform  tie  spacing. 

(6)  The  substitution  of  open-hearth  for  Bessemer  steel,  with  consequent 
reduction  of  phosphorus. 

(c)  Improved  methods  of  manufacture,  especially  directed  to  secure  sound 
ingots,  sufficient  discard  to  remove  the  segregated  and  defective  metal  at  the 
top  of  the  ingot. 

(d)  Heavier  rails'and  improved  sections,  and  especially  sections  with  heavier 
bases. 

(e)  Rigid  specifications  and  careful  inspection  of  all  details  of  manufacture. 

18.  The  electric  track  circuit  in  connection  with  the  signal  system  appears  to 
be  the  most  effective  method  of  detecting  broken  rails  and  preventing  accidents 
therefrom. 
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19.  Much  progress  has  been  made  by  the  principal  lines  in  solving  the  rail- 
failure  problem.    The  Harriman  lines  report : 

"  To  sum  the  matter  up,  our  rails  are  over  eight  times  better  since  January, 
1910,  than  they  were  for  three  years  before  that  date. 

"  The  causes  of  our  success  are,  we  think,  due  to  improvements  in — 

"(1)  Mill  practice:  Increased  care  and  vigilance  by  the  manufacturers. 

"(2)  Rail  section:  Thicker  base  and  better-balanced  section. 

"(3)  Chemical  constituents:  Less  segregation  and  better  selection  of  carbon 
constituent. 

"(4)  Inspection:  More  thorough  and  including  all  steps  of  the  process,  day 
and  night,  at  much  increased  cost  to  us. 

"(5)  Selection  of  maker:  Placing  our  orders  with  those  mills  which  have 
given  us  the  best  product." 

20.  The  final  conclusions  of  the  committee  are : 

(a)  That  present  conditions  do  not  require  the  inspection  by  the  Government 
of  rails  and  equipment,  or  legislation  concerning  specifications  or  inspection. 

(6)  The  most  effective  governmental  method  of  securing  continued  improve- 
ment in  the  rail  situation  is  the  careful  and  thorough  investigation  of  all  im- 
portant accidents  which  may  be  caused  by  rail  breakage.  In  this  connection 
it  is  desirable  that  each  State  commission  should  keep  informed  as  thoroughly 
as  may  be  practicable  regarding  the  rail  failures  upon  the  lines  under  its 
supervision. 

(c)  The  Government  tests  of  rails  and  ingots  which  were  begun  a  few  yea^s 
ago  should  be  continued  and  special  study  should  be  given  to  rail  steel  made 
by  the  basic  open-hearth  process. 

KEPORT  OF  COMMITTEE. 

Your  committee  was  appointed  by  the  president  of  the  association, 
pursuant  to  the  following  resolution  of  the  executive  committee : 

Resolved,  That  the  president  of  the  association  be  requested  to  appoint  a 
special  committee  of  three  to  give  consideration  to  the  question  of  equipment 
and  rails  used  by  the  railway  companies  in  the  construction  and  operation 
of  the  roads  of  the  country,  and  to  make  special  report  at  the  coming  annual 
session  of  the  association  to  be  held  in  Washington  November  next. 

Your  president  in  his  letter  appointing  the  committee  mentioned 
the  following  as  of  special  importance : 

It  would  seem  that  a  very  important  matter  is  that  of  inquiring  into  the 
manufacture  of  rails  to  find  the  cause  of  so  many  broken  rails,  and  to  determine 
whether  the  matter  of  Government  inspection  may  not  be  desirable  both  hi 
the  matter  of  manufacturing  rails  and  the  construction  of  equipment,  and  per- 
haps legislation  enacted  requiring  a  rigid  inspection  and  more  uniformity  in 
the  specifications  used  by  the  different  factories.  It  may  be  profitable  to 
inquire  whether  a  different  character  of  roil  may  not  be  needed  in  those  sections 
of  the  country  where  the  climate  is  subject  to  extreme  changes  of  heat  and 
cold  than  in  the  more  temperate  climates,  and  such  other  pertinent  questions 
as  may  suggest  themselves  to  the  members  of  the  committee. 

Taking  up  first  the  question  of  equipment,  the  committee  has  con- 
sidered the  statistics  of  accidents  due  to  equipment  failures,  and  has 
before  it  advance  statements  recently  furnished  it  by  the  Interstate 
Commerce  Commission,  showing  derailments  due  to  defects  of  equip- 
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ment  for  the  five  years  ending  June  30,  1907  to  1912,  inclusive,  and 
which  are  included  as  Appendix  I  to  this  report.  An  analysis 
of  these  statistics  shows  that  the  most  serious  equipment  accidents 
are  caused  by  the  failure  of  wheels,  and  that  the  number  of  persons 
killed  in  such  accidents  varies  from  8  in  1909  to  28  in  1907.  When 
we  consider  the  enormous  number  of  wheels  in  service,  those  under 
freight  cars  having  been  estimated  at  over  17,000,000,  of  which 
over  16,000,000  are  chilled  cast-iron  wheels,  and  considering  the 
severity  of  the  service  and  the  inherent  danger  of  accident  due 
to  failures  of  this  class,  it  is  doubtful  whether  the  results  from 
such  failures  are  sufficiently  serious,  as  compared  with  other  classes 
of  accidents,  to  justify  a  special  investigation  at  this  time.  The  sub- 
ject is  one  which  has  received  a  great  deal  of  attention  on  the  part 
of  railroads  and  wheel  manufacturers  and  much  progress  has  been 
made  in  the  direction  of  improvement. 

The  derailments  due  to  other  defects  of  equipment,  while  large  in 
number,  do  not  appear  to  your  committee  to  be  very  serious  in  their 
results  when  we  consider  the  enormous  extent  of  equipment  involved. 
They  are  to  a  large  degree  accidents  to  freight  cars  caused  by  the 
development  of  "  old  defects,"  and  it  seems  probable  that  their  reduc- 
tion must  come  principally  through  the  gradual  improvement  of  the 
details  of  car  design  and  through  improved  systems  of  car  inspection 
and  repair,  especially  at  terminals. 

The  committee  considers  the  subject  of  rails  to  be  the  most  im- 
portant of  those  suggested  for  its  investigation,  and  in  view  of  the 
impossibility  of  covering  the  entire  ground  with  any  approach  to 
thoroughness  has  decided  that  it  should  receive  almost  exclusive 
attention  in  the  following  report. 

Your  committee  understands  that  its  report  should  be  mainly 
directed  to  the  question  whether  it  is  advisable  at  this  time  that  therfc 
should  be  any  legislation  recommended  concerning  the  manufacture, 
inspection,  and  testing  of  steel  rails.  The  committee  also  under- 
stands that  it  is  expected  to  state  any  views  which  its  investigation 
may  have  developed  regarding  possible  improvements  in  steel-rail 
manufacture  and  service,  but  understands  that  the  latter  duty  is  in- 
cidental to  that  first  named. 

The  committee  proper  has  held  no  hearings  on  these  subjects,  but 
the  members  attended  the  hearings  of  the  railroad  commission  of 
Indiana  in  its  inquiry  regarding  steel  rails  at  Indianapolis,  and  has 
studied  the  minutes  of  that  inquiry  and  the  papers  which  were  sub- 
mitted in  that  connection  by  various  experts.  Considerable  atten- 
tion has  been  given  to  the  subject  of  steel  rails  by  various  commis- 
sions, particularly  by  those  of  Indiana,  Minnesota,  and  New  York, 
and  the  data  thus  accumulated  has  been  at  the  service  of  your  com- 
mittee. Many  conferences  have  been  held  by  the  members  of  the 
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committee  with  steel-rail  manufacturers,  manufacturers  of  other 
classes  of  steel,  outside  experts  in  this  class  of  material,  and  with  rail- 
road executives  and  engineers  who  have  special  knowledge  of  the 
subject.  Members  of  the  committee  have  also  read  the  literature 
which  has  been  indicated  as  of  value  by  the  men  who  have  been  con- 
sulted on  this  subject,  and  special  attention  has  been  given  to  the 
reports  of  the  rail  committee  of  the  American  Railway  Engineering 
Association,  including  reports  Nos.  1  to  31,  inclusive,  made  to  that 
committee  by  their  engineer  of  tests,  M.  H.  Wickhorst,  and  others 
regarding  rail  failures  and  other  branches  of  the  subject.  The  com- 
mittee has  before  it  printed  proceedings  of  the  meeting  of  representa- 
tives of  the  principal  railroad  companies  and  rail-manufacturing 
companies  of  America,  held  in  New  York  February  15,  1912,  and 
presided  over  by  Mr.  Elbert  H.  Gary,  chairman  of  the  Steel  Cor- 
poration. 

The  New  York  commission  has  for  several  years  required  reports 
of  rail  failures  from  each  railroad  company  operating  in  that  State, 
and  these  reports  have  been  examined.  That  commission  has  em- 
ployed Mr.  W.  R.  Webster,  an  expert  in  the  inspection  and  testing 
of  rails  and  other  material,  to  make  a  report  regarding  the  manu- 
facture of  steel  rails  with  a  view  to  suggesting  possible  improvements 
specifications,  methods  of  testing  and  of  manufacture,  and  this 
sport  has  been  consulted. 

There  has  been  no  disposition  on  the  part  of  any  interest  to  with- 
lold  information ;  on  the  contrary,  so  much  data  has  been  presented 
lat  the  difficulty  has  been  to  analyze  it  with  any  degree  of  thorough- 
icss  and  to  work  out  a  definite  report  from  the  mass  of  miscellaneous, 
id  in  some  degree  conflicting,  information  which  is  available.  The 
)mmittee  finds  that  the  time  which  it  has  been  able  to  devote  to  this 
ibject  is  inadequate  to  cover  it  thoroughly,  and  therefore  submits  its 
jport  simply  as  a  basis  for  discussion,  claiming  only  that  the  few 
>nclusions  stated  are  a  result  of  sufficient  study  to  warrant  their 
msideration  by  the  association. 

The  rail  problem  can  probably  best  be  discussed  under  the  various 
leads  into  which  this  report  is  divided,  as  follows : 

1.  Rail  failures,  present  as  compared  with  the  past. — But  little 
>recise  data  on  this  subject  is  available.  Our  study  clearly  shows, 
lowever,  that  the  problem  is  a  continuous  one,  which  railroad  man- 
gers have  always  had  to  face,  and  which  will  probably  always  remain 
3rious.  The  strap  rail  with  which  the  history  of  the  railroad  began 
juickly  proved  its  inadequacy  by  many  failures,  and  the  modern 
lilroad  became  possible  only  through  the  invention  of  the  iron  T 
dl.  At  first  this  proved  satisfactory,  but  wheel  weights  and  speeds 
ipidly  increased,  and  the  high  cost  and  breakage  of  iron  rails  placed 
limit  upon  existing  railroads  to  carry  traffic  and  upon  the  ability 
the  railroads  to  extend. 
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The  seriousness  of  the  iron-rail  breakage  is  indicated  in  a  statement 
by  Mr.  E.  Canfield,  general  superintendent  of  the  New  York,  Ontario 
&  Western,  who  advises  that  in  1886,  on  a  division  of  70  miles  in 
length,  seven  hundred  56-pound  rails  broke  in  the  month  of  March. 

The  situation  was  saved  by  the  invention  of  the  Bessemer  process, 
by  which  a  high  grade  of  steel  is  made  direct  from  pig  iron,  practi- 
cally in  one  operation,  with  great  rapidity  and  at  low  cost.  This 
invention  was  revolutionary  in  its  effect,  permitting  railroad  develop- 
ment far  beyond  the  possibilities  of  the  iron  rail.  For  many  years 
this  process  appears  to  have  solved  the  rail  problem.  The  wheel 
weights  permitted  by  the  iron  rail  have,  however,  gradually  grown 
until  they  are  practically  doubled  and  speeds  and  tonnage  have 
greatly  increased.  With  these  changes  of  conditions  the  limitations 
of  the  steel  rail,  as  made  by  the  Bessemer  process,  are  becoming 
apparent. 

Steel  is  primarily  a  combination  of  iron  and  carbon.  United  with 
these  elements  and  performing  more  or  less  useful  functions  are 
manganese  and  silicon.  In  addition  are  always  found  phosphorus, 
sulphur,  and  other  impurities  which  can  not  be  wholly  removed. 
Phosphorus  appears  to  be  much  the  most  dangerous  impurity,  and 
unfortunately  the  Bessemer  process  does  not  permit  of  its  elimination. 
Ores  comparatively  free  from  phosphorus  are  thus  required  to 
make  good  steel  by  this  process,  and  as  long  as  such  ore  could  be 
supplied  in  ample  quantity  the  process  appeared  to  fill  railroad 
requirements  almost  completely. 

With  the  exhaustion  of  low  phosphorus  ores,  however,  and  the 
necessary  use  of  more  impure  ores,  the  percentage  of  phosphorus  in 
the  rail  was  gradually  increased,  and,  combined  with  increased  wheel 
weights  and  speeds,  made  rail  breakage  again  a  serious  problem. 

The  breakage  of  Bessemer  steel  rails  apparently  did  not  become 
alarming  until  about  1907,  when  attention  was  sharply  called  to  the 
matter  by  a  report  of  the  New  York  Board  of  Railroad  Commission- 
ers regarding  rail  breakage  in  the  winter  months.  The  problem  was 
not  a  new  one,  however,  as  is  shown  in  the  following  statement  made 
by  R.  W.  Hunt  before  the  Richmond  meeting  of  the  American  Insti- 
tute of  Mining  Engineers,  1901 : 

It  is  universally  acknowledged  that  steel  rails  of  heavy  sections  made  during 
the  last  10  years  have  not  given  as  good  service  as  rails  of  lighter  sections  pro- 
duced before  that  time.  While  certain  fundamental  principles  of  steel  making 
have  been  acknowledged,  their  application  to  the  steel-rail  manufacture  has 
been,  if  not  actually  denied,  completely  ignored. 

Numerous  similar  statements  are  contained  in  various  publications, 
and  it  thus  appears  that  present  conditions  in  rail  breakage  are  only 
the  development  of  an  old  difficulty,  intensified  by  the  great  increase 
of  wheel  weights  and  speeds,  which  have  been  a  part  of  recent  rail- 
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>ad  history.  Many  railroad  men  claim  that  this  has  been  accom- 
)anied  by  a  deterioration  in  the  quality  of  rails,  due  to  .the  enormous 
lemand  during  a  few  years  prior  to  the  panic  of  1907,  and  which 
leveloped  a  competition  between  the  steel  mills  to  secure  maximum 
Minage  without  sufficient  attention  to  quality. 

2.  Accidents  due  to  rail  breakages  as  compared  with  those  due  to 
tther  causes. — The  information  on  this  subject  is  not  very  complete 
jr  satisfactory.  The  Interstate  Commerce  Commission  commenced 
mblishing  quarterly  bulletins  of  accidents,  including  collisions  and 
derailments  of  trains  in  1901.  These  bulletins,  however,  summarized 
"  Derailments  due  to  defects  of  roadway  "  under  one  head,  and  it  was 
not  until  the  publication  of  Bulletin  No.  42,  for  the  quarterly  period 
ending  December,  1911,  that  these  derailments  were  separated  so  as  to 
show  the  proportion  which  was  caused  by  broken  rails.  We  therefore 
have  this  information  only  in  Bulletins  Nos.  42  and  43.  We  have, 
however,  advance  information  from  the  Interstate  Commerce  Com- 
mission for  the  year  ending  June  30,  1912,  which  is  tabulated  as 
follows : 

Derailments  due  to  dejects  of  roadway,  year  ending  June  30,  1912. 


Cause  of  accident. 

Number. 

Persons 
killed. 

Persons 
Injured. 

Damage  to 
road  and 
equipment 
and  cost  of 
clearing 
wrecks. 

Broken  rail       .  -  

363 

52 

1,065 

$511,778 

Spread  rail       

251 

6 

256 

154,235 

Soft  track               

327 

13 

294 

228,079 

52 

30 

20,492 

Sun  kink       

22 

2 

61 

11,214 

531 

15 

743 

389,591 

Miscellaneous                      -      

331 

14 

317 

228,071 

Total                                                        

1,877 

102 

2,766 

1,641,460 

From  this  table  it  appears  that  about  one-half  the  deaths  and  about 
one-third  of  the  injuries  and  property  damage  have  been  caused  by 
broken  rails  as  compared  with  total  defects  of  roadway. 

We  are  advised  that  the  statisticians  of  the  Interstate  Commerce 
Commission  are  working  on  the  figures  for  earlier  years  and  may  be 
able  to  give  some  statistics  later  which  will  show  the  relative  impor- 
tance of  broken-rail  accidents  over  a  longer  period. 

The  only  information  which  we  have  for  earlier  years  is  the  state- 
ment made  by  Chief  Inspector  Belnap,  of  the  Interstate  Commerce 
Commission,  in  his  report  on  the  broken-rail  accident  on  the  Lehigh 
Valley  Railroad  at  Manchester,  as  follows: 

In  this  connection  it  might  be  well  to  call  attention  to  the  fact  that  the 
accident  reports  of  the  commission  show  that  in  1902  there  were  78  derail- 
ments due  to  broken  rails,  while  in  1911  there  were  249  derailments  due  to 
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the  same  cause.    In  the  past  decade  there  have  been  2,059  derailments  caused 
by  broken  rails,  resulting  in  106  killed  and  4,112  injured. 

Accepting  the  figures  given  in  Mr.  Belnap's  report  as  correct,  and 
comparing  them  with  the  figures  given  on  page  86  of  the  Statistics  of 
Railways  in  the  United  States,  Twenty-second  Annual  Report  of  the 
Interstate  Commerce  Commission,  we  find  for  the  10  years  1900  to 
1909,  inclusive: 


Em- 
ployees. 

Passen- 
gers. 

Other 
persons. 

Grand 
total. 

Total  killed  

59,061 

7  048 

108  167 

174,278 

Total  Injured  

970  674 

122  871 

149  787 

1,243,332 

This  indicates  that  the  figures  mentioned  by  Mr.  Belnap,  of  106 
killed  in  the  past  10  years  from  broken-rail  accidents  are  0.061  per 
cent  of  the  total  of  all  persons  killed,  and  that  the  4,112  persons 
injured  in  broken-rail  accidents  are  0.33  per  cent  of  the  total  number 
injured.  Omitting  from  these  totals  all  the  deaths  and  injuries 
classified  under  "  Other  persons,"  which  we  understand  includes 
trespassers  and  persons  killed  in  grade-crossing  accidents,  and  tak- 
ing the  totals  only  of  employees  and  passengers  killed  and  injured, 
we  find  that  the  number  of  persons  killed  in  broken-rail  accidents  is 
0.16  per  cent  of  the  total  of  employees  and  passengers  in  the  10-year 
period,  and  the  injuries  are  0.37  per  cent  of  the  total  number  of 
injuries  reported. 

It  may  also  be  of  interest  to  compare  the  number  of  collisions  and 
their  consequences  with  the  broken-rail  record.  The  collision  record, 
from  Accident  Bulletins  Nos.  42  and  43,  covering  a  six-months  period, 
is  given  in  Appendix  II. 

It  is  unfortunate  that  the  broken-rail  statistics  cover  such  a  short 
period,  but  the  figures  above  given  warrant  the  conclusion  that  broken 
rails  cause  only  a  small  portion  of  the  derailments  and  that  the 
casualties  and  damage  from  broken-rail  accidents  are  minor  com- 
pared with  the  results  of  collisions. 

3.  Rail-breakage  statistics. — These,  like  the  accident  records,  are 
not  complete  or  satisfactory.  Probably  the  best  general  information 
for  the  country  as  a  whole  will  be  found  in  the  reports  of  the  rail 
committee  of  the  American  Railway  Engineering  Association,  and 
these  figures  should  be  carefully  studied  by  all  who  are  interested 
in  the  subject.  The  New  York  Railroad  Commission  required  reports 
of  rail  breakages  for  the  winter  months  of  January,  February,  and 
March,  beginning  with  1905.  These  statistics  have  been  continued 
by  the  public  service  commission  and  the  remaining  months  included, 
beginning  with  July,  1909. 
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The  latter  data  have  been  based  upon  the  following  definition : 

For  the  purposes  of  this  yearly  report  a  rail  shall  be  considered  as  having 
>roken  when  complete  fracture  into  two  or  more  parts  has  taken  place,  when 
lere  is  any  break  in  the  head  of  the  rail  on  the  gauge  side,  or  when  there  is 
jy  other  break  necessitating  either  the  immediate  removal  of  the  rail  from 
le  track  or  its  reenforcement. 

The  statistics  for  the  last  three  years  are  probably  not  exactly  com- 
>arable  with  those  submitted  to  the  railroad  commission  for  the 
earlier  years,  and,  in  fact,  difference  in  the  bases  upon  which  statistics 
have  been  requested  and  tabulated  offers  one  of  the  great  obstacles 
to  an  intelligent  discussion  of  the  situation  of  present  rail  breakage 
as  compared  with  earlier  years. 

Rails  broken  in  New  York  State  during  the  months  of  January,  February,  and 

March,  1905-1912. 


Year. 

Rails 
broken  . 

Year. 

Rails 
broken. 

1905                  

1,331 

1909... 

1  280 

1906                    .               

826 

1910  

1,640 

1907 

3,014 

1911  

1  458 

1908         

3,408 

1912  

3,580 

Monthly  reports  of  breakages  for  the  period  extending  from  July 
1,  1909,  to  June  30, 1912,  indicate  the  following  breakages : 


Month. 

1910 

1911 

1912 

Month  . 

1910 

1911 

1912 

July         .. 

93 

115 

88 

May  . 

111 

142 

166 

August         .  -  -. 

130 

134 

125 

June  -    -  

129 

113 

109 

206 

177 

216 

260 

246 

267 

Total  

3  670 

3,228 

5,543 

November 

386 

298 

241 

Percentage  of  breakage 

January 

642 

419 

1,283 

in  January  ,  February, 

February       .            

479 

559 

1,124 

and  March  

44.7 

—  45.1 

—  64.8 

March              .  .  

519 

478 

1,173 

Failures  in  remaining  8 

April 

180 

235 

511 

months  

2,030 

-1,772 

-1,968 

These  figures  without  analysis  are  liable  to  lead  to  an  exaggerated 
idea  of  the  danger  from  broken  rails.  Experience  clearly  shows 
that  a  great  number  of  the  breaks  are  not  especially  dangerous,  since 
they  occur  within  the  splice  bars  or  at  other  points  where  danger  of 
the  separated  portions  becoming  out  of  line  is  minimized,  as  the 
track  fastenings  hold  and  a  large  proportion  are  detected  by  the 
trackmen  or  by  the  electric  track  circuit,  and  are  removed  before 
accident  occurs. 

The  record  at  best,  however,  is  sufficiently  alarming  to  justify  the 
most  careful  inquiry  as  to  cause,  with  a  view  to  minimizing  this 
danger  in  the  future  and  especially  because  the  statistics  previously 
given  appear  to  indicate  a  decided  increase  in  this  class  of  accident. 
It  is  of  special  importance  to  form  a  judgment  as  to  what  effect  the 
rail  breakage  record  should  properly  have  on  the  wheel  weights  and 
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the  speeds  of  the  future,  whether  these  weights  and  speeds  should 
be  permitted  to  increase  as  rapidly  as  they  have  in  the  past,  or 
whether  limits  should  be  imposed  in  the  interest  of  safety. 

A  study  of  the  rail  breakage  statistics  clearly  indicates  the  limits 
of  the  problems.  The  report  for  the  State  of  New  York,  for  instance, 
shows  that  there  are  23  small  railroads  having  323  miles  of  track 
and  47  locomotives  which  had  no  broken  rails  whatever  in  three 
years.  It  thus  appears  clear  that  there  are  a  great  number  of  small 
railroads  with  light  traffic  which  have  no  rail  problem,  and  this 
conclusion  is  probably  warranted  for  the  branch  lines  of  many  of 
the  larger  systems.  . 

The  Indiana  Kailroad  Commission  has  found  that  on  the  2,000 
miles  of  interurban  electric  railroads  in  Indiana  there  have 
been  only  one  or  two  rail  fractures  reported  in  the  entire  mileage 
and  that  last  winter  there  was  but  one  rail  fracture. 

Data  which  will  be  given  later  indicates  a  much  larger  breakage 
on  passenger  and  high-speed  freight  tracks  than  on  low-speed  freight 
tracks. 

The  serious  breakage  is  therefore  probably  confined  largely  to  the 
main  lines  carrying  heavy  tonnage  at  comparatively  high  speeds. 

For  such  lines  the  statistics  show  that  the  winter  rail  breakage 
constitutes  the  important  problem,  and  although  the  Manchester 
accident,  probably  the  most  serious  ever  reported  from  this  cause, 
occurred  in  midsummer,  it  appears  clear  that  the  questions  developed 
by  summer  rail  breakage  are  unimportant  as  compared  with  those 
arising  from  winter  conditions.  The  number  of  rail  breakages  on 
main  lines  carrying  heavy  traffic  shows  that  in  winter  the  factor  of 
safety  of  the  rail  under  prevailing  wheel  weights  and  speeds  is  small, 
and  it  is  important  to  consider  every  improvement  which  may  in- 
crease this  factor. 

4.  Kinds  of  breakage. — It  is  important  to  distinguish  the  various 
types  of  rail  breakages.  These  are  variously  stated  by  different  au- 
thorities. In  a  report  to  the  American  Railway  Engineering  Asso- 
ciation, their  expert,  Mr.  M.  H.  Wickhorst,  divides  rail  breakages 
as  (a)  split  heads,  (b)  broken  rails,  (c)  broken  flanges. 

The  engineers  of  the  Harriman  lines  have  gone  into  this  subject 
extensively,  ,and  rail  breakages  are  classified  by  them  as  follows: 
(a)  Broken  rail,  (b)  split  head,  (<?)  crushed  head,  (d)  flow  of  metal, 
(e)  worn  head,  (/)  broken  base,  (g)  split  base,  (h)  split  web. 

The  Harriman  lines  further  analyze  failures  under  the  following 
classification:  (a)  Unknown,  (b)  piped,  (c)  brittle,  (d)  soft  metal, 
(e)  flaws. 

In  these  latter  classifications  the  defects  which  involve  serious  dan- 
ger appear  to  be  those  previously  given  by  Mr.  Wickhorst.  and  we 
may  therefore  accept  that  division  ar>  sufficient  for  our  purposes. 
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5.  Split  heads. — These  are  described  by  Mr.  Wickhorst  as  follows: 

The  split-head  failure  consists  of  an  internal  crack  in  the  interior  of  the 
head  running  lengthwise  of  the  rail  anywhere  from  a  foot  or  two  in  length  to 
several  yards  in  length.  This  type  of  failure  is  confined  almost  entirely  to 
metal  showing  considerable  internal  segregation  of  carbon  and  phosphorus, 
attended  more  or  less  with  laminations  and  slag  seams.  The  remedy  for  such 
failures  is  to  make  metal  free  from  excessive  segregation  and  free  from  inter- 
nal structural  flows  or  else  discard  enough  from  the  top  of  the  ingot  to  elimi- 
nate badly  segregated  metal.  Segregation  may  be  reduced  by  making  small 
ingots  and  by  using  quiet-setting  steel,  and  the  pipe  may  be  avoided  and  the 
segregate  brought  close  to  the  top  of  the  ingot  by  a  method  of  casting  the  ingot 
which  keeps  the  top  liquid  until  the  bottom  of  the  ingot  has  set. 

Under  wheel  loads,  the  top  of  the  head  flows  sideways,  often  extending  5  to 
10  per  cent  or  more,  and  if  the  interior  metal  can  not  likewise  flow  sideways 
due  to  internal  flaws  or  due  to  brittle  material  in  the  interior,  it  develops  a 
crack  which  grows  and  later  forms  a  split  head,  the  crack  generally  coming  to 
the  surface  at  the  under  side  of  the  head  at  its  junction  with  the  web.  Head 
failures  may  thus  be  said  to  be  due  to  lack  of  transverse  ductility  in  the  interior 
of  the  head. 

In  report  No.  13,  of  January,  1911,  to  the  rail  committee  Mr.  Wick- 
horst states : 

As  a  result  of  the  study  of  the  108  failures  dealt  with  in  this  report  and  in 
report  No.  12,  I  think  rail  failures  may  be  roughly  divided  into  two  classes, 
"broken"  rails  and  "split"  rails;  the  first  class  including  square  breaks, 
angular  breaks  and  perhaps  also  broken  bases,  and  the  second  class  including 
split  heads  and  split  webs.  Broken  rails,  according  to  this  lot  of  failures  and  the 
failures  summarized  on  page  259  of  part  1  of  the  1910  Proceedings  of  the  Ameri- 
can Railway  Engineering  and  Maintenance  of  Way  Association,  constitute  about 
30  per  cent,  and  the  split  rails  about  70  per  cent  of  all  rail  failures.  The  ma- 
terial in  about  half  of  the  broken  rails  shows  satisfactory  on  test,  while  the 
material  in  the  other  half  shows  more  or  less  defective.  This  means,  it  would 
seem,  that  poor  quality  in  the  rail  is  a  contributory  rather  than  a  primary 
cause  for  the  break. 

The  split  rails  generally  show  segregated  material  from  the  upper  part  of 
the  ingot.  In  fact  this  condition  is  so  frequent  that  we  may  say  that  in  general 
split  rails  are  confined  to  this  kind  of  material. 

Mr.  J.  R.  Onderdonk,  engineer  of  tests,  Baltimore  &  Ohio  Railroad, 
in  a  report  to  the  rail  committee  of  the  American  Railway  Engineer- 
ing Association,  states : 

During  the  years  1904  and  1905  the  number  of  split  heads  became  so  serious 
on  the  Baltimore  &  Ohio  that  it  was  decided  to  make  a  special  investigation  as 
to  their  cause,  and,  if  possible,  adopt  a  remedy. 

It  was  noted  that  the  heads  of  rails  would  split,  sometimes  breaking  off  the 
side  of  the  head  for  distances  of  10  and  35  feet,  sometimes  on  the  gauge  side, 
and  sometimes  on  the  outside. 

A  study  of  the  reports  to  the  rail  committee  of  the  American  Kail- 
way  Engineering  Association  on  the  subject  of  split  heads  and  other 
data  shows  that  the  conclusion  of  the  engineers  who  have  examined 
this  subject  is  that  split  heads  are  principally  caused  by  defective 
metal,  and  this  conclusion  is  supported  by  a  great  deal  of  evidence 
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which  appears  to  have  been  well  considered.  In  the  deductions 
made  from  rail  failure  statistics  by  the  rail  committee  in  their 
report  of  July,  1912,  the  following  statement  is  made : 

The  mill  people  have  furnished  a  long  list  of  defects  found  in  track  and 
track  maintenance.  It  is  to  be  noted  that  iu  many  cases  the  highest  rate  of 
failure  of  rails  is  found  on  roads  that  have  a  reputation  for  a  high  state  of 
maintenance.  Head  failures,  such  as  split  and  crushed  heads,  predominate. 
The  committee  is  not  willing  to  admit  that  such  failures  are  the  result  of 
imperfect  track  conditions. 

Mr.  Isaacs,  consulting  engineer  of  the  Harriman  lines,  in  a  com- 
munication to  the  Eailway  Age  Gazette,  states : 

In  my  opinion  split  heads  are  the  result  of  defective  material  in  the  head. 

The  proportion  of  failures  due  to  this  cause  appears  to  be  large. 
In  the  rail  failure  statistics  of  the  American  Railway  Engineering 
Association  for  1912  a  table  is  given  showing  percentage  of  various 
types  of  failures,  which  is  included  as  Appendix  III  to  this  report. 
This  table  shows  that  head  failures  predominate. 

In  the  statistics  of  rail  failures  for  the  Harriman  lines  for  the 
year  1912  a  conclusion  is  reached— 

That  the  most  prevalent  type  of  rail  failure  is  split  head. 

The  analyses  of  this  subject  do  not  show  conclusively  the  degree 
of  danger  from  this  form  of  failure.  The  indications,  however,  are 
that  while  the  split  head  is  a  source  of  great  annoyance  and  expense 
to  the  railways,  it  is  not  a  source  of  serious  danger.  It  is  a  type  of 
failure  of  which  warning  is  usually  given  so  that  the  rails  can  be 
removed  by  the  trackmen  before  a  dangerous  condition  is  reached. 
It  is  therefore  not  a  type  of  failure  in  which  the  public  is  primarily 
interested,  except  as  such  failures  increase  the  cost  of  railway  opera- 
tion and  the  delays  to  traffic  occasioned  by  the  removal  of  defective 
rails. 

6.  Flange  breaks. — This  type  of  failure  is  thus  described  by  Mr. 
Wickhorst : 

The  other  two  types  of  failures,  namely,  broken  rails  and  broken  flanges. 
are  predominant  in  winter,  and  may  be  termed  "  winter  disease  of  rails."  The 
examination  of  the  fractures  in  such  mils  shows  that  the  fracture  is  upward 
through  the  section — that  is,  it  starts  from  the  base — and  they  also  show  longi- 
tudinal cracks  or  seams  at  the  bottom  of  the  base,  opened  up  probably  by 
eccentric  bearings.  When  the  crack  or  seam  is  not  directly  under  the  web,  only 
a  piece  of  the  flange  may  break  out  and  the  break  is  not  in  any  way  dangerous ; 
but  when  the  crack  occurs  near-  the  middle  of  the  base  the  fracture  is  apt  to 
continue  upward  through  the  whole  section  and  a  "broken  rail"  results.  It 
would  thus  seem  that  these  two  types  of  failures  should  be  classed  together  as 
far  as  their  origin  is  concerned.  This  type  of  failure  may  then  be 'said  to  be 
due  to  lack  of  transverse  ductility  at  the  bottom  of  the  base,  due  partly,  per- 
haps, to  seams  or  folds  in  the  metal,  or  partly,  perhaps,  to  brittleness  of  the 
metal  in  a  transverse  direction ;  but  we  have  little  definite  information  alo: 
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this  line,  and  our  specifications  also  contain  no  test  that  may  be  considered  a 
guard  against  this  type  of  failure.  What  is  now  needed  is  an  extensive  investi- 
gation of  the  matter  of  transverse  ductility  at  the  bottom  of  the  base,  and  I 
expect  to  do  some  work  along  this  line.  To  guard  against  broken  rails  and 
broken  flanges  it  would  seem  that  the  rail  must  have  sufficient  transverse  duc- 
tility to  adapt  itself  to  unevenness  of  bearing  without  breaking,  or  else 
strengthen  the  base  and  design  the  section  so  that  in  case  of  failure  nothing 
more  serious  will  happen  than  a  broken  flange.  Probably  we  should  work 
along  both  of  these  lines. 

Broken-base  failures,  also  known  as  crescent-shaped  and  moon- 
shaped  breaks,  appear  to  give  a  great  deal  of  trouble  on  some  roads 
and  little  on  others.  Mr.  Howard  Elliott,  president  of  the  Northern 
Pacific,  says : 

We  adopted  for  our  cold-weather  country  the  American  Railway  Association 
type  B,  because  we  found  last  year  and  the  year  before  the  great  bulk  of  our 
breakages  was  in  the  flange — these  shell-like  breaks — and  since  we  adopted  the 
thicker  section  we  have  had  much  less  of  that  type  of  breakage.  And  we  have 
found  that  in  some  of  our  rails  that  broke  there  seemed  to  be  a  little  fine  line 
along  the  surface  of  the  flange,  and  it  would  run  a  certain  distance,  and  then 
it  would  begin  to  break  off  at  right  angles.  Now,  why  that  is  I  do  not  know. 
I  do  not  know  that  anybody  knows. 

In  a  Federal  accident  report  regarding  a  derailment  on  the  Wabash 
Railroad  at  West  Lebanon,  on  March  7,  1912,  it  was  stated  that  the 
immediate  cause  of  the  rail  failure  was  the  seaminess  of  metal  in 
the  base,  that  the  rail  yielded  under  a  load  which  sound  metal  would 
have  sustained  without  fracture,  and  the  conclusion  is  stated  by  the 
Government  expert,  Mr.  Howard,  as  follows: 

Such  fractures  are  numbered  by  the  thousands.  From  statistics  it  appears 
that  not  less  than  80  per  cent  of  broken  rails  reported,  covering  certain  periods, 
were  of  the  type  here  encountered. 

Herein  is  exhibited  a  structural  defect  which  is  prevalent  to  a  marked  de- 
gree in  many  rails.  It  is  a  defect  the  presence  of  which  is  well  recognized  and 
admitted.  It  has  been  the  cause  of  occasional  wrecks  and  a  large  number  of 
renewals  of  rails.  Notwithstanding  these  circumstances,  rails  are  accepted 
under  specifications  and  tests  in  which  this,  the  most  common  cause  for  break- 
age, is  not  guarded  against.  Revisions  of  specifications  have  gone  on,  still 
omitting  reference  to  this  prolific  cause  of  rail  failures. 

An  overwhelming  majority  of  rail  failures  is  reported  as  due  to  base  frac- 
tures— fractures  which  disclose  the  presence  of  streaks  and  seams  in  the  steel. 
This  seaminess  of  the  metal  can  be  revealed  by  crosswise  bending  of  the  flanges, 
and  such  a  test  for  structural  soundness  is  easily  made.  In  fact,  such  a  method 
of  examination  has  been  employed  in  the  past  by  the  undersigned  to  show  the 
prevalence  of  streaks  in  rails  which  had  or  had  not  displayed  seamy  fractures 
in  the  track.  Tests  governing  the  acceptance  of  a  finished  product  should 
undoubtedly  be  directed  to  show  the  fitness  of  that  product  against  its  most 
common  manner  of  failure  in  service. 

The  Government  report  of  the  accident  on  the  Great  Northern  Rail- 
way near  Sharon,  N.  Dak.,  December  30,  1911,  deserves  careful  study 
in  this  connection.  The  engravings  included  with  that  report  show 
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clearly  the  longitudinal  seams  which  appear  to  be  the  principal  cause 
of  this  type  of  failure. 

A  report  by  Mr.  H.  B.  Macfarlane,  engineer  of  tests,  of  the  Atchi- 
son,  Topeka  &  Santa  Fe  Railway,  described  tests  of  277  rails  which 
had  failed  during  the  months  of  February  and  March,  1912.  and 
stated : 

It  is  to  be  noted  that  of  the  broken  rails  received  the  largest  per  cent  of 
failures  were  from  or  accompanied  by  base  fractures  of  a  characteristic  half- 
moon  shape.  Twenty-two  of  the  rails  received  had  failed  from  this  character- 
istic base  fracture,  and  122  of  the  133  rails  which  failed  with  square  or  angu- 
lar breaks  were  accompanied  by  the  half-moon  base  fractures.  One  hundred 
and  forty-four,  or  52  per  cent,  of  the  277  failed  rails  received  then  showed  a 
characteristic  half-moon  fracture  of  the  base.  This  is  a  decided  increase  in 
base  failures  over  broken  rails  received  in  any  previous  months.  During  the 
month  of  January  only  9  per  cent  of  the  failed  rails  received  were  of  this  class 
of  failure. 

The  report  further  showed  there  was  a  great  variation  in  the  per- 
centage of  these  fractures  from  different  manufacturers.  His  con- 
clusions in  general  correspond  with  those  of  Mr.  Howard  and  show 
that  this  type  of  break  starts  from  laminations  in  the  base  of  the  rail, 
which  are  the  cause  of  transverse  weakness.  He  says: 

It  is  the  writer's  opinion  that  the  laminations  in  the  base  of  the  rails  are  due 
to  the  flowing  of  the  metal  when  it  is  being  reduced  and  passing  through  the 
rolls,  the  temperature  being  too  low  for  the  given  pressure  to  form  a  solid 
molecular  bond  at  the  laminations. 

On  the  Harriman  lines,  however,  this  type  of  failure  appears  to  be 
of  practically  no  importance,  and  the  conclusion  reached  in  their  rail- 
failure  reports  for  1912  is — 

This  type  of  failure  is  low  for  all  weights  and  sections  of  rail,  with  no  failu 
of  this  description  for  90-pound  A.  R.  A.  series  A  section. 

The  cause  of  this  type  of  break  seems  to  have  been  clearly  shown 
be  defective  transverse  strength  in  the  base  of  the  rail,  caused  by 
longitudinal  seams  or  lines  of  weakness,  and  the  cause  of  these  seams 
has  been  the  subject  of  careful  investigation  by  various  experts.  It 
appears  to  be  clear  that  there  is  a  great  variation  in  this  respect  b 
tween  different  mills,  but  there  is  also  much  to  indicate  that  this  ty 
of  weakness  can  never  be  entirely  eliminated. 

Mr.  A.  A.  Stevenson,  vice  president  of  the  Standard  Steel  Wor 
discussing  a  paper  by  Mr.  Howard  before  the  American  Institute  of 
Mining  Engineers  in  1908,  said : 

Many  of  us  have  known  for  years  there  was  a  decided  difference  in  the 
tensile  strength  and  bending  properties  in  transverse  tests  and  longitudinal 
tests  on  pieces  from  universal  steel  plates;  also  that  there  was  a  much  greater 
difference  in  similar  test  pieces  cut  from  universal  iron  plates,  but  we  did  not 
appreciate  the  great  difference  in  the  strength  and  bending  properties  of  th< 
higher  carbon  rail  steel  as  has  been  shown  by  Mr.  Howard's  paper  to-night. 

We  are  always  going  to  have  transverse  weakness  perceptible  in  steel  rails, 
and  we  should  appreciate  this  in  designing  our  rails  and  do  the  best  we  can 
with  what  we  have  to  work  with. 
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To  guard  against  the  lines  of  weakness  in  plates  to  which  Mr. 
Stevenson  refers  it  is  sometimes  practicable  to  pass  such  plates 
through  the  rolls  first  in  the  longitudinal  direction  and  next  in  a 
transverse  direction.  This  of  course  is  impossible  in  steel  rails,  and 
the  longitudinal  lines  of  weakness  must  always  remain  to  some 
extent.  It  appears  to  be  probable  that  these  lines  of  weakness  in 
the  base  develop  more  particularly  in  sections  which  have  a  thin 
flange.  The  edges  of  such  a  flange  cool  quicker  than  the  rest  of  the 
section,  and  thus  probably  tend  to  develop  lines  of  weakness  to  a 
greater  extent  than  would  be  the  case  with  a  heavy  section  in  which 
the  heat  would  be  carried  more  uniformly. 

Whatever  the  correct  theory  in  this  respect  may  be,  it  appears  to 
be  certain  that  this  type  of  breakage  has  been  largely  overcome 
by  improved  rail  sections  recently  designed. 

The  American  Railway  Engineering  Association  has  developed 
two  sections,  called  the  A  and  B  sections,  having  increased  thickness 
of  base,  as  compared  with  previous  practice,  of  which  the  base  in 
the  B  section  is  the  heavier.  Mr.  Howard  Elliott  indicates  in  re- 
marks quoted  above  the  superiority  of  the  B  section  in  the  service 
of  the  Northern  Pacific,  and  the  experience  of  the  Harriman  lines 
has  shown  the  superiority  of  the  A  section.  The  Pennsylvania  Rail- 
road has  adopted  a  section  of  practically  the  same  proportions  as 
the  A.  R.  A.  B  section,  with  a  large  amount  of  metal  in  the  base, 
and  with  this  section  the  base  failures  on  the  lines  east  of  Pittsburgh 
for  four  years,  ending  May  31,  1912,  were  for  the  100-pound  rail 
8  and  for  the  85-pound  rail  10,  showing  that  this  type  of  failure 
had  been  practically  eliminated. 

This,  in  connection  with  other  experience,  apparently  shows  con- 
clusively how  this  type  of  failure  can  be  practically  avoided  in  the 
future. 

7.  Broken  rails. — As  a  large  number  of  broken  rails  start  from  split 
heads  and  broken  bases,  the  discussion  of  these  subjects  covers  a 
considerable  proportion  of  the  breakage.  There  are  many  serious 
breaks,  however,  which  are  not  due  to  either  cause  and  which  fre- 
quently result  in  accident. 

The  principal  breakages  of  this  class  appear  to  be: 

1.  Breaks  in  apparently  solid  metal  due  to  defective  rolling  stock, 
defective  roadbed,  excessive  speed,  or  a  combination  of  all  three. 

2.  Defects  in  web  principally  due  to  piping  in  the  ingot. 

3.  Breaks  which  start  from  transverse  cracks  in  the  upper  surface 
of  the  rail  and  which  are  developed  by  the  slipping  of  locomotive 
driving  wheels. 

4.  Internal  transverse  fissures  which  develop  without  outside  evi- 
dence until  the  final  break  occurs. 
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Break  due  to  defective  equipment  or  roadbed. — It  is  impossible 
to  form  any  accurate  judgment  from  the  statistics  available  as  to  the 
proportion  of  breaks  due  to  defective  rolling  stock  and  roadbed. 
The  reports  are  often  misleading,  apparently  in  some  cases  inten- 
tionally so.  For  instance,  in  a  report  to  the  New  York  commission 
of  a  railroad  whose  track  and  equipment  were  much  below  the  aver- 
age, all  of  the  rail  breakages  were  ascribed  to  defective  metal.  In 
the  case  of  another  road  in  which  great  effort  has  apparently  been 
made  to  obtain  the  facts,  one-third  the  breakages  were  ascribed  to 
defective  metal,  one-third  to  defective  equipment,  and  the  remaining 
one-third  "cause  unknown";  and  it  was  indicated  as  probable  that 
the  equipment  had  something  to  do  with  a  part  of  the  unknown 
breaks. 

Wei)  failures. — These  appear  to  be  largely  due  to  piping  caused 
probably  by  lack  of  sufficient  discard  from  the  top  of  the  ingot.  In 
the  rail-failure  statistics,  Report  of  the  American  Eailway  Associa- 
tion for  July,  1912,  the  web  failures  of  100-pound  Bessemer  rail  are 
11  per  cent  of  the  total  and  for  90-pound  rails  7  per  cent  of  the  total. 
The  corresponding  failures  of  open-hearth  are  20  per  cent  for  the 
100-pound  rail  and  11  per  cent  for  the  90-pound  rail. 

In  the  1912  report  for  the  Harriman  lines  split  webs  show  "  high 
rate  of  failure  for  the  75-pound  section  and  low  rate  for  all  other 
sections."  This  is  a  class  of  defects  which  can  be  cured  only  at  the 
mill,  either  by  greater  discard  or  by  improved  methods  of  casting 
which  will  produce  sound  ingots. 

Locomotives  slipping. — In  a  number  of  cases  the  slipping  of  loco- 
motive driving  wheels  has  evidently  caused  minute  transverse  cracks 
in  the  upper  surface  of  the  rail  due  to  the  heat  generated  by  friction 
and  subsequent  quick  cooling  by  water  or  otherwise.  The  principal 
accident  of  this  character  and  one  which  aroused  wide  comment 
occurred  on  the  Great  Northern  Railroad  of  England  December  10, 
1895,  at  St.  Neots  station,  in  which  2  people  were  killed  and  10 
injured.  This  accident  was  the  subject  of  a  thorough  investigation 
by  a  committee  of  experts  appointed  by  Parliament,  and  the  above 
conditions  as  to  transverse  cracks  were  proved. 

A  similar  accident  occurred  on  the  New  York  Central  at  Rhine- 
cliff  October  17,  1909,  resulting  in  the  derailment  of  a  passenger 
train,  killing  of  1  passenger,  serious  injury  of  7  passengers,  and  the 
slight  injury  of  44  passengers  and  2  trainmen.  As  a  result  of  this 
accident,  orders  were  issued  to  enginemen  to  use  as  much  care  as  p( 
sible  to  diminish  slipping  and  that  rails  damaged  by  slipping 
removed  promptly  from  main-line  tracks. 

Similar  breakages  have  been  found  at  other  portions  of  the  N 
York  Central  lines,  'one  which  caused  the  derailment  of  a  freigl 
train  near  Little  Falls  March  29,  1912,  fouled  the  passenger  ti 
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and  resulted  in  damage  to  a  passenger  train  which  was  passing.  In 
this  case  four  rails  were  broken,  and  the  breakages  were  attributed 
to  the  burning  and  subsequent  hardening  of  the  rails  due  to  slipping 
of  locomotives.  In  this  case  the  broken  rails  were  the  low  rails  on  a 
7- degree  curve. 

Internal  transverse  fissures. — The  breakage  of  rails  through  the  de- 
velopment of  internal  transverse  fissures  has  been  the  subject  of  wide 
discussion  because  of  the  accident  on  the  Lehigh  Valley  Railroad 
near  Manchester,  N.  Y.,  August  25,  1911,  which  was  caused  by  this 
type  of  failure.  In  this  case  29  people  were  killed  or  died  as  a  result 
of  the  accident,  10  were  seriously  injured,  and  52  slightly  injured. 
The  principal  data  regarding  the  failed  rail  in  this  case  are  as  fol- 
lows: 

Rail:  Bethlehem  Steel  Co.,  90-pound,  American  Society  of  Civil 
Engineers  section,  basic  open-hearth,  rolled  December  24,  1909  (A 
rail) ;  carbon,  0.70  to  0.80  per  cent  specified;  rail  laid  in  track  Octo- 
ber 21,  1910;  service  therefore  had  been  but  10  months. 

Order  specified  20  per  cent  discard,  for  which  an  extra  price  was 
paid. 

Wreck  occurred  at  a  point  where  high  speed  was  not  usually  made, 
and  the  train  under  which  the  rail  broke  was  moving  slowly,  proba- 
bly about  25  miles  per  hour. 

The  report  of  J.  E.  Howard,  engineer  physicist  of  the  Bureau  of 
itandards  at  Washington,  to  the  Interstate  Commerce  Commission 

mtains  the  following  summary : 

In  conclusion,  it  is  believed  that  present  evidence  points  to  the  inference 
lat  the  primary  cause  of  the  Manchester  wreck  was  the  formation  and  develop- 
lent  of  transverse  fissures  and  longitudinal  seams  in  the  head  of  this  rail, 
rhich  eventually  fractured  in  the  track,  aided  by  the  defective  metal  of  the 
reb.  That  the  formation  and  development  of  the  internal  fissures  is  due  to 
use  of  a  hard  steel  and  subjecting  it  to  high  wheel  pressures,  wheel  pres- 
ires  which  are  excessive  from  a  metallurgical  point  of  view,  thereby  causing 
le  development  and  introduction  of  internal  strains,  and  those  internal  strains 
turn,  together  with  the  wheel  loads,  caused  the  development  of  interior 
sures  and  their  extension  to  a  dangerous  degree.  That  such  interior  and 
lidden  fissures  are  a  menace  to  the  safety  and  lives  of  persons  traveling  over 
ich  rails. 

That  recent  occurrences  suggest  the  thought  that  current  railroad  practice 
the  use  of  hard  steel  rails  and  high  wheel  pressure  has  nearly  or  quite 
iched  the  limit  of  endurance  of  the  metal  of  the  roadway. 
That  it  is  not  a  question  of  mill  practice  in  the  manufacture  of  the  steel 
irther  than  that  the  mills  are  making  the  steel  which  they  are  required  to 
lake  under  the  specifications  given  them. 

*  *  *  *  *  *  * 

*  *    In  a  way  it  is  a  question  of  repeated  stresses,  but  the  number  of 
petitions  of  loading  of  this  rail  was  comparatively  small  from  its  short  time 
service.     It  may  be  remakred  that  certain  rail  specifications  require  higher 

irbon  steel  as  the  weights  of  the  sections  increase,  and  also  higher  carbon  steel 
>r  open-hearth  rails  than  for  Bessemer  rails.  In  view  of  current  developments. 
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if  the  causes  of  formation  of  interior  fissures  are  those  herein  described,  theu 
the  employment  of  high-carbon  metal  is  attended  with  dangers  not  apparently 
recognized  in  the  drawing  up  of  current  specifications.  It  is  desirable  that 
measurements  be  made  in  the  track  of  the  fiber  stresses  which  are  caused  by 
the  new  types  and  weights  of  locomotives  in  order  to  acquire  necessary  infor- 
mation to  judge  of  the  severity  of  the  strains  which  the  rails  are  being  daily 
exposed  to,  information  which  is  now  lacking.  Finally  it  may  be  said,  referring 
specifically  to  the  development  of  the  short  transverse  fissures  in  the  heads  of 
the  rails  and  which  are  found  on  the  gauge  side  of  the  head,  that  they  are 
believed  to  constitute  a  grave  danger.  If,  as  now  supposed,  they  are  the 
direct  result  of  high  wheel  pressures  acting  on  hard  steel,  then  the  danger  is 
widespread.  The  Manchester  rail,  omitting  reference  for  the  time  being  to  the 
slag  split  in  the  web,  was  fissured  in  many  places.  Apparently  a  number  of 
transverse  seams  and  longitudinal  fissures  were  developed  in  the  track  as  the 
result  of  a  few  months'  service.  The  fissures  occupied  positions  in  harmony 
with  the  explanation  of  the  cold  rolling  and  shearing  effect  of  high  wheel  pres- 
sures acting  on  a  steel  too  hard  to  respond  without  the  development  of  interior 
fractures.  The  effect  was  necessarily  intensified  by  the  bending  stresses  on  the 
rail  from  the  direct  downward  loads. 

The  limit  of  endurance  of  iron  rails  was  reached  long  ago.  Traiuloads  and 
wheel  pressures  soon  became  too  great  for  iron  rails  to  stand  up  under,  and  they 
were  replaced  by  steel  rails. 

There  is  undoubtedly  a  limit  to  the  endurance  of  steel  rails  as  well  as  in 
the  case  of  iron.  It.  is  important  to  ascertain  whether  the  great  lesson  of  the 
Manchester  disaster  does  not  lie  in  the  direction  of  signifying  that  the  danger 
zone  of  steel  rails  has  been  reached  and  possibly  entered  into  by  current  rail- 
road practices. 

If  the  above  explanation  is  found  correct,  then  the  remedy  does  not  consist 
in  increasing  the  weight  of  the  rail,  but  in  diminishing  the  intensity  of  the 
wheel  pressures  and  lowering  the  direct  compressive  and  bending  stresses. 

We  think  that  the  conclusions  above  suggested  are  based  upon 
insufficient  data  and  would  probably  not  be  sustained  by  exhaustive 
investigation.  The  driving-wheel  weights  used  by  the  Lehigh  Valley 
can  not  be  considered  excessive,  as  compared  with  other  roads.  The 
term  of  service  of  the  rail  was  very  short,  and  the  evidence  indi- 
cates that  high  speeds  were  not  a  contributing  cause  of  the  failure. 
The  track  construction  appeared  to  be  first  class,  and  the  accident 
occurred  in  the  summer,  although  these  fissures  may  have  started 
winter  operation.  If  under  these  conditions  sound  rails  are  liable 
to  fail  through  the  formation  of  internal  fissures  which  give  no  out- 
ward indication  until  dangerous  weakness  has  developed,  the  prob- 
lem has  indeed  reached  a  serious  state,  and  one  which  may  well  arouse 
the  gravest  concern.  This  type  of  breakage,  however,  appears  to 
be  very  rare,  and  the  records  of  breakage  in  other  localities  do  not, 
we  think,  sustain  the  views  expressed  by  Mr.  Howard.  We  thii 
it  probable  that  the  failure  of  the  Lehigh  Valley  rail  referred 
was  due  to  some  defect  in  the  chemistry  or  manufacture  of  the  rail 
itself  rather  than  to  the  hardness  of  the  steel  or  to  the  conditions  oi 
service. 
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Another  accident  on  the  same  line  occurred  near  Burdette  July 
28,  1911.  In  this  case  the  rail  was  also  a  90-pound,  open-hearth 
premium  rail,  rolled  by  the  Bethlehem  Steel  Co.  June,  1908,  and  laid 
in  the  track  October,  1908.  This  was  an  E  rail,  or  from  the  bottom 
of  the  ingot,  while  the  Manchester  accident  was  caused  by  an  A 
rail  from  the  top  of  the  ingot. 

Since  the  above  was  written  report  No.  31  to  the  rail  committee 
of  the  American  Railway  Engineering  Association  has  been  received 
describing  tests  of  19  rails  which  failed  because  of  the  development  of 
transverse  fissures  on  the  Pennsylvania  system.  These  were  all  open- 
hearth  rails  from  manufacturers,  as  follows :  Bethlehem  Steel  Co.,  13 ; 
Pennsylvania  Steel  Co.,  4;  Lackawanna  Steel  Co.,  1;  Cambria  Steel 
Co.,  1.  The  summary  of  test  records  is  given  in  Appendix  IV. 

Mr.  W.  C.  Gushing,  chief  engineer  maintenance  of  way,  Pennsyl- 
vania lines  west,  who  submits  the  report,  states : 

It  is  clear  from  these  studies  that  one  principal  cause  of  this  defect  is  the 
inclusion  of  slag  during  manufacture  and  the  subsequent  service  is  only  one 
agent  in  its  development.  Indeed,  it  has  been  stated  positively  and  authorita- 
tively to  the  writer  that  such  a  spot  has  been  found  in  a  rail  which  had  never 
been  in  service.  It  seems  to  the  writer,  therefore,  that  assignment  of  extreme 
severity  of  service  as  the  real  cause  of  this  type  of  failure  was  a  mistake,  and 
that  it  is  evident  from  these  examinations  that  the  cause  is  due  to  defects  of 
manufacture.  It  is  a  fact  that  the  majority  of  these  failures  have  occurred  in 
the  product  of  one  manufacturer.  The  time  in  service  of  those  rails  which 
failed  near  Colonia  on  the  New  York  division  (10  in  number)  was  about  1 
year  and  9  months,  while  one  from  the  Ohio  Connecting  Railway  was  about 
months  in  service ;  another,  1  year  and  2  months ;  and  three  of  them  1  year 
and  7  months. 

The  report  upon  these  rails  by  C.  D.  Young,  engineer  of  tests  of 
the  Pennsylvania  Railroad,  states : 

We  therefore  believe  that  the  statement  is  justified  that  this  entrailed  slag 
the  fundamental  cause  for  the  defect  in  connection  with  the  chemical  and 
physical  properties  which  the  steel  possesses, 

id  the  final  conclusions  are  reached : 

(1)  Steel  which  is  chemically  hard  and  low  in  ductility  is  further  weakened 
by  the  presence  of  slag,  and  at  such  points  rupture  occurs  which  will  ultimately, 
by  detailed  fracture,  result  in  complete  failure  of  the  rail. 

(2)  If  this  kind  of  failure  is  to  be  reduced  or  entirely  avoided,  a  proper  pro- 
lure  would  seem  to  be  to  lower  the  chemical  hardening  constituents  in  the 

teel  in  order  to  raise  the  ductility  and  reduce,  or  attempt  to  eliminate,  the 
presence  of  slag. 

These  conclusions,  as  far  as  the  question  of  hard  steel  goes,  appear 
to  correspond  with  those  of  Mr.  Howard.  It  should  be  noted,  how- 
sver,  that  all  of  these  rails  were  of  unusually  hard  material,  the  low- 
st  having  carbon  0.78,  the  average  0.84,  and  the  maximum  0.93, 
whereas  the  New  York  Central  specifications  call  for  carbon  in  open- 
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hearth  steel  not  to  exceed  0.75,  and  the  comment  is  made  in  Mr. 
Young's  report: 


D  a 

We  have  given  much  study  to  the  type  of  rail  breakage  above  de- 
scribed because  of  the  importance  of  the  Manchester  accident  and 
the  conclusions  which  were  based  upon  it  in  the  Federal  accident 
report.  Our  information  is  that  this  type  of  failure  is  very  rare  and 
that  but  little  is  known  about  it.  It  appears,  however,  to  be  the  most 
dangerous  type  which  has  been  called  to  our  attention,  and  it  is  there- 
fore important  to  investigate  every  case  of  such  failure  completely, 
whether  accident  occurs  or  not.  Because  of  the  few  failures  which 
have  developed  in  comparison  with  other  causes  of  rail  breakage 
but  little  alarm  appears  to  be  felt  regarding  it  by  railroad  experts, 
and  we  believe  that  the  present  knowledge  of  the  subject  is  too  lim- 
ited to  justify  any  positive  conclusions  as  to  methods  of  prevention. 

8.  Causes  of  rail  breakage. — This  is  a  subject  of  great  difficulty, 
and  one  upon  which  no  agreement  seems  to  have  been  reached  by 
the  railroad  experts,  and  in  which  there  is  far  from  being  any 
agreement  between  the  representatives  of  the  railroads  and  the  steel 
companies.  A  table  of  causes  of  rail  failures  has  been  submitted  by 
F.  W.  Wood,  president  of  the  Maryland  Steel  Co.,  which  represents 
a  compilation  of  the  returns  of  several  rail  manufacturers  in  re- 
sponse to  a  request  for  a  statement  of  the  recognized  causes  of  rail 
failures  that  had  come  to  their  attention.  This  table  is  submitted 
as  Appendix  No.  V  to  this  report. 

Three  principal  causes  are  evidently  at  work:  (1)  Defective  ma- 
terial, (2)  defective  track,  (3)  defective  equipment.  To  these  we 
think  it  proper  to  add  high  speed  under  unfavorable  conditions,  for 
it  seems  probable  that  this  is  the  cause  of  large  damage  to  track  and 
rails,  although  final  breakage  or  derailment  may  appear  to  be  due  to 
one  of  the  three  preceding  causes.  The  effect  of  cold  weather  is  far- 
reaching  in  increasing  the  breakage  due  to  these  causes.  There  ap- 
pears to  be  no  possibility  of  reaching  even  an  approximately  satis- 
factory conclusion  on  this  subject,  and  all  that  can  be  done  is  to  dis- 
cuss each  element  of  the  problem  with  the  hope  of  indicating  the 
direction  in  which  improvement  may  lie. 

It  should  be  borne  in  mind  through  the  discussion  that  the  present 
rail  breakage  is  to  a  great  extent  the  result  of  a  combination  of  two 
unfavorable  conditions:  (1)  The  gradual  exhaustion  of  pure  ores 
suitable  for  the  Bessemer  process,  which  has  made  it  necessary  to 
permit  the  increase  of  the  proportion  of  phosphorus  in  the  finished 
rail  from  0.06  to  0.10  per  cent,  or  over  60  per  cent.  (2)  The  rapid 
increase  of  wheel  weights  and  speeds  brought  *ibout  by  traffic  re- 
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juirements  which  has  resulted  in  more  severe  conditions  of  service 
than  have  ever  before  been  imposed  in  railroad  history. 

This  combination  operates  to  reduce  the  factor  of  safety,  and  makes 
it  necessary  to  study  every  practicable  improvement  in  order  that 
the  conditions  may  not  approach  those  which  prevailed  in  the  last 
days  of  the  iron  rail. 

9.  Defective  material. — A  large  amount  of  rail  breakage  is  un- 
loubtedly  due  to  this  cause,  and  many  railroad  men  think  it  the 
>rincipal  cause.  The  conclusions  of  the  Harriman  lines,  for  instance, 
given  in  their  1912  report  of  rail  failures,  contains  the  following : 

That  of  the  known  causes  of  rail  failure  piping  is  the  most  common,  and  that 
the  majority  of  our  raii  failures  can  be  traced  to  defects  of  manufacture. 

And  also  among  the  conclusions  as  to  detailed  causes  of  rail  failure 
the  following: 

Piped:  The  rates  of  failure  from  this  cause  are  the  highest  for  any  known 
luse  for  all  sections  of  rail,  except  the  90-pound  A.  R.  A.,  series  A,  section, 
id  this  has  been  our  usual  experience.  All  rails  are  classed  as  "  piped  "  which 
low  in  the  fracture  a  seam  or  lamination ;  while  this  may  not  always  be  due 

to  pipe,  but  may  be  due  to  slag  or  gas  in  the  lower  part  of  the  ingot,  the  effect 

is  the  same. 

Reports  12  and  13,  of  January,  1911,  to  the  American  Railway 
Engineering  Association,  give  a  study  of  108  failed  rails,  and  bad 
laterial  is  indicated  as  a  cause  of  at  least  half  the  failures.    The 
following  conclusion  is  reached : 

This  study  is  further  evidence  that  the  prime  cause  of  rail  failures  is  poor 
juality  of  material,  as  stated  in  my  previous  report,  and  it  seems  to  me  that 
the  evidence  from  an  inspection  of  these  photographs  is  overwhelming. 

It  has  been  previously  indicated,  however,  that  split  rails  constitute 
a  large  proportion,  perhaps  as  much  as  70  per  cent  of  all  rail  failures, 
and  the  conclusions  of  the  reports  above  quoted  are  probably  largely 
the  result  of  the  study  of  split  heads.  The  public  is,  however,  prin- 
cipally interested  from  the  viewpoint  of  safety  in  "  broken  rails," 
and  for  this  class  of  failures  the  conclusion  as  to  responsibility  is 

mch  less  clear. 
Mr.  Wickhorst,  engineer  of  tests  of  the  American  Railway  Engi- 

icering  Association,  in  his  discussion  of  reports  12  and  13,  above 
referred  to,  states : 

In  view  of  the  results  of  tests  it  would  seem  that  "  broken  "  rails  as  a  class 
in  not  be  attributed  primarily  to  any  fault  in  the  manufacture,  but  rather  to 
some  severe  and  probably  abnormal  condition  of  handling  or  service,  although, 
[>f  course,  hard  or  brittle  material  breaks  down  sooner  than  strong  and  ductile 
teel. 

He  further  states: 

In  about  half  or  a  little  less  of  the  "  broken  "  rails  it  may  be  said,  therefore, 
lat  the  metal  was  not  of  first  quality,  and  the  etchings  indicate  them  as 
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coming  mostly  from  the  upper  part  of  the  ingot.  This  still  leaves  at  least  half 
of  the  cases  where  the  metal  must  be  pronounced  good  rail  steel.  Mr.  Cushing 
has  already  stated  that  13  of  the  16  breaks  occurred  at  or  near  the  splice.  These 
two  latter  statements  rather  suggest  that  failures  classed  as  "broken"  rails 
are  due  primarily  to  some  very  severe  and  probably  abnormal  condition  of 
service  or  handling,  and  that  poor  rail  metal  is  much  more  liable  to  failure  than 
the  better  metal  of  the  rail  bar.  The  failures  are  equally  divided  between  good 
rail  steel  and  what  may  be  termed  poorer  metal,  but  it  is  probable  that  there 
is  only  a  small  proportion  of  the  latter  in  service. 

The  principal  causes  of  defective  material  given  in  "  Causes  of  rail 
failures,"  by  Mr.  F.  W.  Wood,  are — 

Chemical  defects:  (1)  Segregation,  (2)  composition  giving  too 
brittle  rail;  and 

Physical  defects:  (1)  Piped,  (2)  abnormal  slag  inclusion,  (3) 
flaws,  (4)  water  cracks,  (5)  cracks  from  improper  cold  straightening. 

Among  the  most  important  of  these  causes  are: 

Segregation  and  piping. — Segregation  has  been  largely  discussed 
in  technical  literature  and  appears  to  be  the  result  of  the  following 
action;  Liquid  steel  is  poured  from  the  Bessemer  converter  or  from 
the  open-hearth  furnace  into  cast-iron  molds  forming  "  ingots," 
which  vary  in  weight  from  3,000  to  11,000  pounds,  according  to  the 
practice  of  the  various  mills.  These  ingots  are  about  5  feet  in  length 
and  are  cast  vertically.  The  metal  in  the  sides  of  the  ingot  cools  first 
and  the  hotter  metal  of  the  interior  rises  to  the  top,  resulting  in  the 
upper  portion  cooling  last.  Carbon,  phosphorus,  and  sulphur  appear 
to  form  combinations  which  remain  liquid  longer  than  the  main  body 
of  steel,  and  the  portion  of  the  ingot  which  cools  last,  therefore,  has 
more  than  the  average  proportion  of  these  elements. 

In  a  report  by  Mr.  M.  H.  Wickhorst  upon  "  Segregation  and  other 
rail  properties  as  influenced  by  size  of  ingot,"  he  shows  that  the  maxi- 
mum segregation  occurs  from  10  to  25  per  cent  from  the  top,  and  that 
in  general  the  percentage  of  segregation  increases  as  the  size  of  the 
ingot  increases.  This  results  in  the  development  of  a  "  brittle  zone  " 
in  the  interior  of  the  ingot  and  about  20  per  cent  from  the  top. 

The  increase  in  carbon,  phosphorus,  and  sulphur  produced  by 
segregation  is  shown  by  Mr.  Wickhorst  in  the  following  table : 


Carbon. 

Phosphorus. 

Sulphur. 

Ingot. 

Maximum. 

Increase. 

Maximum. 

Increase. 

Maximum. 

Increase. 

Per  cent. 

Per  cent. 

Per  cent. 

15  by  15 

0.56 

14 

O.llJ 

27 

0.061 

33 

18  by  18 

.66 

?5 

.1«4 

75 

.064 

83 

20  by  24 

.64 

31 

.135 

44 

.069 

50 

25  by  30 

.79 

61 

.210 

123 

.136 

195 

Average  In  heat,  0.49,  0.094,  0.046. 
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Segregation  and  its  consequence  was  thoroughly  discussed  in  a 
paper  by  Alexandrie  Pourcel,  Paris,  France,  read  before  the  Chicago 
meeting,  International  Engineering  Congress,  August,  1893,  and  it 
therefore  seems  clear  that  the  influence  of  this  element  in  the  manu- 
facture of  steel  must  have  been  reasonably  well  known  for  at  least 
20  years. 

In  the  discussion  of  this  paper  Mr.  A.  A.  Stevenson  and  Mr.  K. 
Kent,  of  Burnham,  Pa.,  report  a  series  of  experiments  regarding  the 
failures  of  steel  tires  at  the  Standard  Steel  Works,  and  stated : 

Our  opinion  is  that  segregation  and  the  existence  of  piping  in  the  ingots  used 
are  the  causes  of  by  far  the  larger  percentage  of  failures  of  steel  tires.  If  this 
opinion  can  be  substantiated,  then,  as  the  two  evils  of  piping  and  segregation 
occur  in  the  same  part  of  the  ingot,  we  are  able,  by  the  removal  of  that  part 
and  the  utilizing  only  of  the  metal  which  is  more  nearly  perfect  both  physically 
and  chemically,  to  reduce  the  percentage  of  failures  to  a  minimum. 

Before  going  further,  we  would  define  segregation  as  a  concentration  of  a 
part  of  the  elements  in  a  certain  portion  of  the  ingot,  forming  compounds  richer 
in  these  elements  than  the  mother  metal.  Concentration  actually  takes  place 
in  the  part  which  solidifies  last. 

The  elements  in  which  there  seems  to  be  the  greatest  tendency  to  segregation 
are  carbon,  phosphorus,  and  sulphur.  We  have  in  the  course  of  our  experi- 
ments found  only  one  or  two  instances  where  there  was  a  decided  variation  in 
silicon  and  manganese. 

The  same  authors  quote  Mr.  M.  H.  Howe  in  his  "Metallurgy  of 
steel,"  as  follows : 

Heterogeneous  composition  usually  implies  heterogeneous  strength  and 
ductility,  and  the  strength  of  a  heterogeneous  substance  is  usually  nearer  the 
strength  of  the  weakest  component  or  part  than  the  average  of  all  the  parts. 
The  piece  tends  to  break  down  piecemeal.  So  with  ductility.  This  being  so, 
the  character  of  such  tires  as  are  shown  above  is  to  be  judged  not  so  much  by 
the  best  results  that  can  be  obtained  from  a  section  of  the  tires  as  by  the 
poorest. 

These  remarks  apply  equally  to  the  manufacture  of  rails,  and  the 
lesson  above  indicated  has  been  frequently  repeated  in  technical  dis- 
cussions of  this  subject,  leaving  no  doubt  of  the  importance  of  segre- 
gation in  producing  defective  material. 

Mr.  Wickhorst  deduces  the  following  principal  conclusions  from 
his  investigation : 

The  chemical  survey  of  the  ingots  shows  a  concentration  or  segregation  of 
carbon,  phosphorus,  and  sulphur,  and  to  a  much  smaller  extent  also  of  manga- 
nese, in  the  upper  part  of  the  ingot  around  the  axis.  The  concentration  in- 
creases in  general  as  the  size  of  the  ingot  increases.  The  increases  above  the 
average  content  of  the  steel  vary  from  32  per  cent  in  the  12  by  12  ingot  to  119 
per  cent  in  the  25  by  30  ingot  in  carbon,  from  102  per  cent  to  225  per  cent  in 
phosphorus,  and  from  100  per  cent  to  369  per  cent  in  sulphur. 
71406—13 10 


284          NATIONAL   ASSOCIATION    OF    RAILWAY   COMMISSIONERS. 

The  ductility  of  the  material  was  determined  by  putting  guage  marks  1  inch 
apart  over  a  space  of  6  inches  on  the  part  in  tension,  and  the  per  cent  of  stretch 
in  the  inch  which  stretched  most  at  failure  in  the  drop  machine  is  taken  as  the 
measure  of  ductility.  Both  with  the  head  in  tension  and  with  the  base  in 
tension,  the  rail  bar  at  first  decreases  in  ductility  as  we  go  down  the  ingot  until 
the  minimum  ductility  is  reached  at  about  20  per  cent  by  weight  from  the  top 
of  the  ingot  for  all  sizes  of  ingots.  Then  the  ductility  again  increases  until 
the  middle  of  the  ingot  is  reached,  when  the  ductility  remains  about  constant 
for  the  rest  of  the  bar. 

The  zone  of  minimum  ductility  corresponds  roughly  with  the  region  of 
greatest  interior  segregation,  and  the  zone  of  maximum  stiffness  corresponds 
roughly  with  the  region  where  negative  segregation  in  the  walls  of  the  upper 
part  of  the  ingot  ceases. 

In  the  zone  of  minimum  ductility  all  the  rail  bars  failed  under  one  blow  of 
the  tup  with  the  head  in  tension,  while  in  the  more  ductile  regions  the  rail  may 
stand  four  or  five  blows  with  the  head  in  tension.  With  the  base  in  tension 
in  the  ductile  regions  the  rail  may  stand  four  or  five  blows  with  all  the  rail 
bars.  In  the  zone  of  least  ductility  and  with  the  base  in  tension  the  number 
cf  blows  necessary  to  break  the  rail  becomes  less  as  the  size  of  the  ingot  in- 
creases, the  number  of  blows  varying  from  two  to  three  or  four. 

Analyses  of  samples  from  the  finished  rail  bar  indicate  that  the  distribution 
of  the  elements  is  about  the  same  as  in  the  ingot. 

The  carbon,  phosphorus,  sulphur,  and  manganese  in  general  segregate  to- 
gether; that  is,  they  collect  into  the  same  regions,  although  the  percentages 
of  concentration  differ. 

He  calls  attention  to  the  fact  that  the  experiments  above  made 
were  with  Bessemer  steel,  and  it  is  fair  to  assume  that  the  conclu- 
sions would  not  be  the  same  with  open-hearth  steel.  Special  atten- 
tion is  also  called  to  the  fact  that  the  investigation  of  the  ingots  was 
necessarily  made  after  they  had  been  allowed  to  become  cold — a  con- 
dition which  does  not  obtain  in  regular  rail-mill  practice  and  one 
which  it  is  claimed  exaggerates  segregation  and  piping  as  compared 
with  ingots  which  are  not  allowed  to  cool. 

The  result  of  segregation  is  that  rails  made  from  near  the  top  of 
the  ingot  frequently  have  a  central  core  of  metal  with  carbon  and 
phosphorus  higher  than  the  average  and  above  the  specification  limit. 
E.  W.  Hunt,  one  of  the  most  prominent  authorities  on  this  subject. 
in  a  recent  paper,  says : 

Rails  with  segregated  centers  do  not  always  fail  under  the  drop  test,  nor  does 
the  elongation  test  which  is  required  by  some  specifications  indicate  their  exist- 
ence, but,  unfortunately,  it  has  been  demonstrated  that  rails  with  such  hard 
centers  fail  through  the  softer  surrounding  metal  breaking  down  and  thus 
producing  split  heads  and  often  broken  rails. 

Piping  appears  to  be  principally  due  to  the  contraction  of  the  inte- 
rior and  upper  portion  of  the  ingot,  owing  to  that  portion  cooling  last. 
The  result  is  that  ingots  as  ordinarily  made  have  cavities  or  spongy 
places  in  the  upper  part  varying  greatly  in  degree,  according  to 
methods  of  manufacture.  The  defects  thus  formed  when  rolled  into 
rails  are,  as  previously  indicated,  one  of  the  most  important  causes 
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of  failure.  A  defective  web,  due  to  piping,  was  found  in  the  rail 
which  caused  the  wreck  at  Manchester,  although  this  rail  was  sup- 
posed to  be  made  from  an  ingot  from  which  20  per  cent  of  the  upper 
portion  had  been  discarded.  This  defect,  however,  does  not  appear 
to  have  had  any  effect  in  causing  the  disaster. 

Two  of  the  principal  methods  of  overcoming  the  evils  due  to  segre- 
gation and  piping  are  (1)  the  discarding  of  a  certain  percentage 
from  the  top  of  the  ingot  with  the  idea  of  removing  most  of  the  im- 
perfect metal;  (2)  the  production  of  sound  ingots  in  which  these 
defects,  as  well  as  other  defects,  such  as  flaws  and  impurities  in  the 
ingot,  are  overcome  by  improved  methods  of  manufacture;  and  these 
methods  will  be  considered  later. 

10.  Defective  track. —  This  is  claimed  by  some  of  the  steel  makers 
to  be  a  more  important  element  in  causing  rail  failures  than  defective 
material,  and  we  believe  some  of  the  manufacturers  who  are  earnestly 
trying  to  reach  just  conclusions  in  this  matter  are  convinced  that 
there  is  more  variation  in  track  conditions  than  in  rail  material. 
However  this  may  be,  average  track  conditions  afford  much  oppor- 
tunity for  criticism.  Most  of  the  elements  given  in  Mr.  Wood's  sum- 
mary of  causes  of  rail  failures  under  track  maintenance  have  an 
influence  on  the  rail- failure  problem,  although  some  are  evidently 
unimportant  as  compared  with  others.  It  appears  to  be  evident  that 
a  track  of  uniform  elasticity,  which  is  obtained  by  well-drained  sub- 
grade  and  ample  depth  of  ballast,  uniform  tie  spacing,  and  first- 
class  maintenance  of  surface  and  alignment,  together  with  rails  of 
ample  stiffness  to  properly  distribute  the  wheel  loads,  makes  a  con- 
struction much  safer  against  rail  failures  than  one  in  which  any  of 
the  above  elements  are  lacking.  The  conditions  in  this  respect  vary 
greatly  on  different  roads  and  on  different  portions  of  the  same  road, 
and  this  difference  in  conditions,  together  with  variations  in  rolling 
stock  and  traffic,  make  it  almost  impossible  to  draw  final  conclusions 
regarding  the  principal  causes  of  rail  failures  and  make  it  especially 
difficult  to  make  a  just  comparison  between  the  rails  furnished  by 
different  mills. 

We  think  it  probable  that  as  a  whole  track  conditions  have  not 
kept  pace  with  the  increase  of  wheel  weights  and  speeds,  and  espe- 
cially that  too  little  attention  has  been  paid  to  underdrainage  and 
to  the  necessity  of  providing  ample  depth  of  ballast.  Many  derail- 
icnts  have  been  traced  directly  to  poor  track,  and  such  track  must 
>ften  cause  the  failure  of  rails  which  would  make  a  satisfactory 
jcord  under  favorable  conditions,  and  the  fact  that  flaws  may  be 
Pound  in  such  failed  rails  does  not  relieve  the  track  conditions  from 
their  share  of  responsibility.  It  appears  probable  that  defective 

ick  conditions  are  among  the  principal  causes  of  the  excessive  rail 
tilures  in  winter  as  compared  with  summer. 
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11.  Heavy  wheel  weights  and  defective  equipment. — These  el 
ments  undoubtedly  contribute  a  ihost  important  influence  in  causing 
rail  failures.  Wheel  weights  have  increased  to  a  point  which  would 
have  been  thought  impossible  a  few  years  ago.  Mr.  Octave  Chanute, 
chief  engineer  of  the  Erie,  many  years  ago  reached  the  conclusion 
that  the  weight  per  driving  wheel  should  be  limited  to  12,000  pounds. 
He  argued  that  the  area  of  contact  between  the  wheel  and  the  rail 
was  necessarily  limited  by  the  impossibility  of  widening  the  rail 
head  materially  and  by  the  fact  that  the  area  of  contact  lengthwise 
of  the  rail  can  not  be  increased  without  compressing  either  the  metal 
of  the  rail  or  the  wheel,  and  he  deduced  the  conclusion  that  wheel 
weights  in  excess  of  the  above  figure  would  lead  to  rapid  deteriora- 
tion of  the  rail  and  the  wheel.  The  driving- wheel  weights,  however, 
gradually  increased  on  the  same  road  until  in  1886  they  had  reached 
about  20.000  pounds  per  wheel,  which  at  the  time  seemed  about  the 
maximum  which  should  be  used.  Wheel  weights,  however,  have 
kept  increasing,  and  there  are  a  great  many  locomotives  in  service 
with  30,000  pounds  weight  per  wheel,  or  50  per  cent  in  excess  of  the 
figures  of  1886,  and  this  amount  is  becoming  an  ordinary  one 
not  only  for  slow-moving  freight  but  for  high-speed  passenger 
locomotives. 

One  of  the  standard  types  of  Atlantic  passenger  locomotives  has 
c  weight  of  34,000  pounds  per  wheel,  and  an  experimental  Pacific 
type  locomotive  has  been  built  having  a  total  weight  on  three  pairs 
of  drivers  of  197,000  pounds,  or  33,000  pounds  per  wheel.  A  corre- 
sponding increase  has  been  made  in  the  wheel  weights  of  freight 
cars,  owing  to  the  enormous  increase  in  capacity  of  such  cars,  and  in 
passenger  cars.  Practically  every  so-called  improvement  in  pa 
senger  cars  appears  to  have  resulted  in  increased  weight.  A  recen 
statement  of  the  weights  of  all-steel  coaches  is  142,500  pounds,  o 
29  per  cent  increase  over  the  wooden  cars  previously  used.  The 
weight  of  recent  all-steel  dining  cars  is  163,000  pounds,  an  increase 
of  23  per  cent  over  the  previous  standard  of  wooden  car.  These 
weights  are  probably  double  those  of  20  years  ago.  The  increase 
in  weight  upon  engine  truck  and  trailing  wheels  and  upon  tender 
wheels  has  been  correspondingly  great,  and  the  effect  upon  track  of 
the  latter  class  of  wheels  and  of  car  wheels  may  be  more  serious 
than  the  great  increase  in  driving-wheel  weights,  because  driving 
wheels  are  comparatively  large  and  have  increased  somewhat  in  aver- 
age size  with  the  increase  in  wheel  weights,  while  the  diameters 
car  and  tender  wheels  have  not  increased. 

With  this  increase  in  wheel  weights  has  come  a  gradual  incre 
of  speed,  both  for  passenger  and  freight  trains,  and  it  has  con 
quently  been  necessary  to  harden  the  rail  by  increase  of  carbon  to 
keep  the  wear  within  reasonable  limits.    As  a  result  of  these  condi- 
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tions  an  increase  in  rail  failures  was  to  be  expected,  and  these  fail- 
ures have  been  accompanied,  as  was  also  to  be  expected,  by  increased 
failures  of  tires  and  wheels. 

Another  element  has  also  been  at  work  in  causing  increased  rail 
failures,  and  that  is  the  fact  that  the  facilities  for  maintaining  the 
heavier  rolling  stock,  and  especially  locomotives,  have  not  kept  pace 
with  the  increased  weight  and  size.  This  problem  has  been  a  serious 
one  in  its  relation  to  delayed  trains  and  interruptions  to  traffic.  It 
has  had  a  decided  effect  in  increasing  the  accident  record  and  must 
have  had  some  effect  upon  the  failure  of  rails. 

There  is  much,  however,  to  indicate  that  this  condition  of  mainte- 
nance is  improving.  Railroad  managers  are  appreciating  more 
keenly  than  ever  before  the  necessity  of  maintaining  their  locomotive 
equipment  in  good  condition  to  avoid  engine  failures,  and  this  will 
have  its  effect  in  reducing  rail  breakages,  as  the  tires,  springs,  and 
other  parts  of  the  locomotive  which  contribute  to  the  effect  on  track 
will  receive  a  share  of  the  increased  attention  which  is  being  given 
to  the  locomotive  as  a  whole. 

The  effect  of  the  locomotive  counterbalance  on  rail  breakage  has 
been  frequently  referred  to.  Counterbalance  weights  are  cast  in  the 
driving  wheels  of  locomotives  to  balance  the  reciprocating  weights 
of  the  connecting  rods,  pistons,  and  other  parts,  so  that  the  locomo- 
tives may  ride  easily  and  steadily.  It  is  an  important  problem  to 
Balance  these  weights  for  high  speeds,  corresponding  often  to  over 
500  revolutions  per  minute.  The  work  is  not  always  done  satisfac- 
torily, and  locomotives  with  defective  counterbalances  have  been 
known  to  break  and  bend  rails  for  long  distances.  When  the  best 
has  been  done,  however,  to  balance  the  locomotive  so  that  it  may  run 
steadily  the  effect  on  the  track  is  still  important.  The  weights  which 
ire  put  into  the  driving  wheels  are  balanced  horizontally  by  the 
lovement  of  the  reciprocating  parts,  but  they  are  unbalanced  verti- 
illy,  and  therefore  produce  a  periodical  effect  of  increased  and 
lecreased  weight  on  the  track  which  completes  its  variation  at  high 
speeds  as  quickly  as  five  times  per  second. 

Calculations  of  the  magnitude  of  these  forces  have  been  made  for 
four  committee  for  one  of  the  standard  high-speed  Pacific  type  pas- 
?nger  locomotives.  The  weight  upon  driving  wheels  of  this  loco- 
lotive  when  at  rest  is  59,500  pounds  per  pair  of  wheels.  This  is  in- 
?rensed  by  the  maximum  centrifugal  force  of  the  counterbalances  by 
>,750  pounds  at  50  miles  per  hour,  or  to  a  total  of  66,250  pounds.  At 
30  miles  per  hour  the  increase  due  to  centrifugal  force  is  21.000 
pounds,  making  a  total  weight  per  pair  of  driving  wheels  of  80,500 
xmnds.  For  the  Atlantic-type  locomotive,  in  which  the  counter- 
jalance  weights  must  be  distributed  among  four  driving  wheels  in- 
stead of  six,  as  in  the  Pacific  type,  the  corresponding  effect  upon  the 
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track  is  increased.  In  the  experiments  made  at  Purdue  University 
and  by  the  Pennsylvania  Railroad  at  the  St.  Louis  Exposition,  at 
which  locomotives  were  operated  at  high  speeds  on  a  stationary  test- 
ing plant,  wires  were  run  between  the  driving  wheels  of  the  locomo- 
tive and  the  supporting  wheels  of  the  testing  apparatus.  These  wires 
were  flattened  more  or  less,  according  to  the  effect  of  the  counter- 
balances. In  some  cases  the  wires  came  out  the  full  diameter  at  cer- 
tain points,  showing  that  the  driving  wheels  had  lifted  from  the  rail, 
and  this,  of  course,  meant  a  corresponding  increase  of  pressure  at 
other  points  of  the  revolution. 

Of  course  this  effect  is  modified  by  the  elasticity  of  the  roadbed  and 
other  conditions,  but  it  must  have  an  important  influence  upon  the 
strain  to  which  the  rails  are  subjected,  especially  when  combined  with 
a  frozen  roadbed  and  uneven  track. 

Flat  wheels  are  a  prolific  source  of  rail  breakage,  especially  in  the 
winter,  as  has  been  shown  by  the  records  of  hundreds  of  broken  rails 
which  have  been  traced  directly  to  this  cause.  The  general  manager 
of  the  Chicago,  Milwaukee  &  St.  Paul  writes  in  regard  to  conditions 
last  winter : 

It  is  a  fact  that  we  have  had  more  broken  rails  during  the  past  30  days  than 
any  30-day  period  in  the  history  of  the  road.  The  same  is  true  of  nearly  all  of 
the  west  and  northwest  lines  out  of  Chicago,  due  to  the  extreme  cold  weather 
and  flattened  wheels. 

12.  Speed. — It  is  probable  that  the  effect  of  high  speeds  in  causing 
derailments  and  broken  rails  has  not  received  the  attention  which  it 
deserves.  On  a  perfect  track  and  with  perfect  rolling  stock  increase 
of  speed  might  have  but  little  effect,  but  with  rolling  stock  more  or 
less  defective  and  with  uneven  track  its  influence  may,  we  think,  be 
controlling.  Its  effect  in  winter  is  probably  far  greater  than  during 
the  remainder  of  the  year  because  of  the  difficulty  of  track  inspection 
and  the  impossibility  of  maintaining  perfect  surface  and  alignment. 
The  fact  that  defects  in  rolling  stock,  such  as  flat  wheels,  broken 
springs,  and  defective  tires,  occur  more  frequently  in  winter  than  in 
summer  has  its  effect  upon  rail  breakage. 

The  most  important  evidence  of  the  probable  effect  of  high  speed  is 
that  afforded  by  comparison  of  the  rail  breakage  results  on  the  pas- 
senger and  freight  tracks  of  the  Mohawk  and  Western  Division  of 
the  New  York  Central  and  Hudson  River  Railroad.  This  portion  oi 
the  line  is  four  tracked.  The  two  passenger  tracks  are  confined  prin- 
cipally to  passenger  and  fast-freight  trains,  while  the  freight  tracks 
are  principally  devoted  to  slow  freight. 

The  passenger  are  equipped  with  heavier  rails  than  the  freight 
tracks  and  are  maintained  in  a  better  condition  of  surface  and  align- 
ment. The  tonnage  over  the  freight  tracks  and  the  number  of  wheels 
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passing  over  such  tracks  are  probably  much  greater  than  the  cor- 
responding figures  for  the  passenger  tracks.  The  rail  breakages,  how- 
ever, for  January,  February,  March,  and  April  of  the  past  year  have 
been  15  times  as  numerous  on  the  passenger  tracks  as  on  the  freight. 
While  we  realize  the  impossibility  of  reaching  final  conclusions  in  a 
matter  as  complex  as  this,  we  can  not  but  feel  that  much  of  the  dif- 
ference is  accounted  for  by  high  speed.  A  rough  estimate  indicates 
that  the  average  speeds  on  the  passenger  tracks  are  probably  double 
those  on  the  freight  tracks.  Against  the  above  theory  the  only  argu- 
ment which  we  think  can  be  advanced  is  that  the  freight  tracks  are 
laid  to  a  considerable  extent  with  rails  removed  from  the  passenger 
tracks,  and  that  the  poor  rails  are  therefore  weeded  out  in  the  early 
period  of  their  service.  It  appears  to  be  a  fact,  however,  that  orders 
of  rails  which  have  shown  unusual  breakage  in  the  passenger  tracks 
have  stopped  breaking  at  once  when  placed  in  the  freight  tracks. 

A  report  from  P.  H.  Dudley  to  the  American  Railway  Engineer- 
ing Association  is  of  interest  in  this  connection: 

It  is  obvious  that  with  metal  of  0.10  phosphorus  the  rail  jnay  be  so  sensitive 
to  rapid  strains  that  it  will  not  carry  the  reversal  of  the  same  load  at  60 
miles  per  hour  that  it  would  at  30  miles,  as  such  steel  is  not  able  to  resist 
shocks  of  impact  loads  though  showing  10  to  15  per  cent  ductility  under  static 
loads  in  the  testing  machine. 

It  is  further  found  that  in  many  locations  the  greatest  breakage  of  rails  on 
descending  gradients  is  where  the  speed  of  the  present  trains  approximate  80 
to  90  miles  per  hour.  Rails  of  the  same  make  on  the  opposite  track  in  ascend- 
ing gradients  where  the  same  equipment  runs  over  them  at  the  slower  speeds 
have  not  broken  during  the  late  extreme  cold  weather.  This  indicates  that  it 
is  important  to  study  the  time  factor  of  any  steel  to  distribute  stress  under 
high-speed  trains  in  low  temperatures.  It  has  been  shown  by  the  recent  com- 
parisons already  mentioned  that  the  open-hearth  steel  has  a  greater  tenacity 
and  toughness  to  resist  the  wheel  effects  of  high-speed  trains  than  Bessemer 
rail  of  0.10  phosphorus  in  the  same  tracks  for  the  same  wheel  loads  and  speeds. 

The  effect  of  high-speed  train  schedules  under  winter  conditions 
lay,  we  think,  be  most  serious.  Delays  in  winter  are  frequent  and 
le  pressure  upon  engineers  to  make  up  time  is  correspondingly 
greater  than  in  summer.  Local  trains  are  held  awaiting  the  passage 
of  delayed  through  trains,  and  freight  trains  are  delayed  by  both 
classes  of  passenger  trains.  The  result  is  a  temptation  to  make  up 
time  all  along  the  line,  with  resulting  excessive  speeds  at  the  time  of 
the  year  when  the  most  unfavorable  conditions  of  track  and  equip- 
ment exist. 

Much  can  probably  be  done  to  reduce  the  danger  thus  produced  by 
the  reduction  of  delays  at  stations,  the  checking  of  train  speeds  be- 
tween reporting  stations  by  dispatchers,  and  by  the  possible  use  of 
speed  recorders  on  locomotives,  but  the  most  effective  method  would 
be  to  lengthen  the  passenger  train  schedules  in  the  winter,  and  reduce 
the  high  tension  of  operation  which  fast  schedules  cause. 
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The  Federal  Government  is  responsible  for  high  speeds  to  the 
extent  that  it  has  encouraged  speed  competition  in  fast  mail  service, 
which  has  sometimes  led  to  reckless  running.  There  has  also  been 
some  tendency  by  State  commissions  to  order  additional  stops  with- 
out due  consideration  of  the  increase  in  speed  which  such  stops 
demand.  We  think,  however,  that  the  commissions  all  agree  on  the 
subject  in  the  abstract,  and  ask  that  safety  be  given  the  first  consid- 
eration. They  also  ask  not  for  fast  schedules  but  primarily  for  such 
schedules  as  can  be  made  uniformly  under  all  but  extreme  conditions 
of  winter  and  heavy  travel.  We  think  the  railroads  will  receive 
public  support  in  adopting  schedules  and  practices  which  will  keep 
trains  moving  more  uniformly  on  time,  as  we  believe  that  more 
criticism  is  caused  by  the  sidetracking  of  local  trains  to  permit  de- 
layed through  trains  to  pass  than  is  ever  compensated  for  by  public 
approval  of  fast  service. 

The  action  of  the  Pennsylvania  and  the  New  York  Central  Bail- 
roads  in  agreeing  to  lengthen  the  schedule  of  the  New  York-Chicago 
trains  frem  18  to*  20  hours  this  winter  is  a  decided  step  in  the  right 
direction.  We  think  that  the  example  should  be  followed  in  many 
other  cases  of  so-called  "  fliers  "  throughout  the  country. 

We  conclude  our  statement  on  this  subject  by  quoting  from  a  le 
ter  recently  received  from  a  man  who  is  recognized  as  an  authorit 
in  questions  of  railroad  economics  and  operation. 


When  the  Pennsylvania  Railroad,  along  in  1903  or  1904,  took  off  its  20-ho 
train  because  of  the  very  serious  freight  congestion  of  that  year,  I  looked  u 
it  as  an  act  of  moral  courage  and  also  as  a  wise  act.     I  think  it  would  be 
act  of  moral  courage  for  all  of  the  railroads  to  cut  down  passenger-train  speeds 
to-day  instead  of  increasing  them.     But  in  order  to  do  that  they  must  have  th< 
backing  of  the  public  authorities. 

My  simple  explanation  of  the  Titanic  wreck  is  that  it  was  the  direct  resu 
of  the  speed  craze,  and  that  no  individual  could  properly  be  held  responsible. 
You  will  see  that  Lord  Mersey  and  his  board  have  now  arrived  at  precise 
that  conclusion. 

If  the  Titanic  had  come  into  New  York  Harbor  with  a  new  record  for  the 
westbound  maiden  voyage  of  a  big  liner,  the  world  would  have  thrown  up  its 
hat  and  yelled,  and  it  would  have  been  counted  a  brilliant  step  forward  in 
civilization.  The  same  sort  of  feeling  prevails  with  regard  to  our  18-hour 
trains,  and  the  poor  public  never  stops  to  think  of  the  cost  in  operation  through 
interference  with  other  traffic,  and  so  on,  nor  of  the  risk.  Mind,  if  I  have 
to  go  from  New  York  to  Chicago  or  from  Chicago  to  New  York,  I  always  take 
an  18-hour  train,  because  it  is  a  very  decided  convenience.  But  I  should  be 
just  as  happy  and  make  just  as  much  money  if  I  took  a  24-hour  train. 

13.  The  effect  of  cold  in  causing  rail  failures. — The  result  of  win- 
ter conditions  in  causing  increased  rail  breakage  is  shown  by  the 
statistics  previously  given.     In  New  York  State  it  appears  that  the 
average  rail  breakage  is  slightly  over  200  breaks  per  month  d 
ing  nine  months  of  the  year.     During  the  remaining  three  months  o 
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January,  February,  and  March  the  average  breakage  has  varied  as 
follows:  410  per  month  in  1910,  364  per  month  in  1911,  and  895  per 
month  in  1912.  It  seems  probable  that  this  variation  is  caused 
principally  by  the  variation  in  the  severity  of  the  winter,  and  last 
winter  appeared  to  be  the  worst  in  this  respect  of  which  we  have 
any  record. 

Various  causes  which  contribute  to  winter  rail  breakage  have 
been  referred  to,  such  as  defective  equipment  and  poor  track.  The 
remaining  three  principal  causes  which  have  been  stated  by  various 
authorities  are: 

1.  A  molecular  change  in  the  rail  steel  due  to  cold  which  renders 
it  more  brittle. 

2.  The  contraction  of  a  long  section  of  connected  rails  with  sub- 
sequent tension  upon  the  steel,  due  to  a  failure  of  the  splice  bars  and 
bolts  to  yield. 

3.  The  anvil  effect  produced  by  heavy  weights  at  high  speeds 
upon  an  unyielding  roadbed,  especially  on  sections  of  the  track  in 
which  the  ballast  or  subgrade  is  frozen  because  of  defective  drainage. 

We  have  discussed  these  elements  at  considerable  length  with  vari- 
ous authorities  and  some  of  the  principal  views  are  as  follows: 
President  Clarke,  of  the  Lacka wanna  Steel  Co.,  writes: 

I  find  that  our  people  think  that  long-continued  low  temperature,  say  20°  F. 
below  zero,  has  a  decided  embrittling  effect  upon  steel  rails,  although  our  experi- 
ments and  the  results  obtained  in  actual  practice  show  that  carefully  made 
and  good  rails  still  possess  enough  ductility  to  meet  conditions.  My  original 
statements  to  you  that  cold  weather  had  little  effect  on  steel  itself  were  based 
upon  the  fact  that  we  made  a  series  of  experiments  under  the  drop  test  on 
pieces  of  steel  rail  which  were  reduced  to  a  temperature  of  20°  F.  below  zero, 
ind  they  withstood  the  drop  test  very  satisfactorily. 

I  think  you  are  correct  in  believing  that  the  increased  breakage  of  rails  in 
wintertime  is,  to  a  very  great  exent,  the  result  of  other  causes  than  the 
teel  itself  being  made  brittle  by  low  temperature.     The  freezing  of  the  road- 
is  probably  the  chief  cause,  and  this  contributes  to  the  "  anvil "  effect 
rhich  you  mention  and  another  reason  is  that  in  very  cold  weather  the  elas- 
icity  and  compressibility  of  the  roadbed,  which  ordinarily  takes  up  a  part  of 
stress  imposed  by  the  rolling  stock,  is  gone,  and  the  rails  themselves  have 
to  withstand  a  much  greater  burden. 

Dr.  P.  II.  Dudley,  of  the  New  York  Central  lines,  writes : 

Your  questions  as  to  the  effect  of  cold  upon  the  strength  of  steel  rails.     You 

ite,  "  It  is  my  present  idea  that  the  effect  of  cold  upon  the  strength  and 
luctility  of  the  metal  is  probably  very  small." 

This,  according  to  my  experience,  should  be  modified  somewhat;  for  example, 
Bessemer  rails,  with  0.10  phosphorus,  were  affected  to  a  greater  extent 
t>y  the  cold  under  the  moving  wheels  than  our  basic  open-hearth  rails  with 
awer  phosphorus,  although  the  carbon  is  slightly  higher. 

Your  second  question,  "That  the  increased  strain  on  rails  brought  about  by 
Uliug  temperatures  and  due  to  the  holding  power  of  the  splice  bars  is  con- 
iderably  more  in  its  effect  upon  breakage  than  the  loss  of  strength  and  duc- 
ility  due  to  changes  in  the  metal  itself." 
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That  would  be  partially  true  as  applied  to  tough  basic  opeu-hearth  steels, 
but  not  necessarily  to  the  more  brittle  inetal  in  our  0.10  phosphorous  and  0.50 
carbon  100-pound  rails. 

The  experience  in  the  past  winter  in  different  localities  show  about  as  many 
broken  rails  with  short  24-inch  continuous  joints  as  with  the  longer  splice  bars 
in  which  the  friction  was  much  greater  before  the  rail  ends  would  render  in 
the  splice  bars. 

The  increased  strains  of  tension  in  the  rails  due  to  the  construction  of  the 
metal  before  they  rendered  in  the  splice  bars  is,  of  course,  a  factor  in  the  break- 
age of  rails  in  cold  weather.  It  has  been  the  practice  to  slightly  loosen  the  bolts 
in  autumn  and  allow  the  ends  of  the  rails  to  render  before  the  extreme  cold 
weather. 

Last  year  it  had  been  warm  for  some  time  before  the  intense  cold  weather 
came,  and  bars  that  had  rendered  in  the  splice  bars  during  the  last  of  September 
and  October  reexpanded  to  some  extent  before  the  cold  waves  of  the  last  of 
December  and  January.  The  tension  in  most  of  the  rails  was  sufficient  to 
show  an  opening  of  one-sixteenth  inch  when  the  rails  fractured. 

(3)  "  That  the  great  cause  of  breakage  in  cold  weather,  overshadowing  the 
previous  causes  (1)  and  (2)  completely,  is  the  fact  that  the  roadbed  is  made 
more  rigid  through  freezing  and  uneven  heaving  and  settlement  of  the  ballast 
and  subgrade  through  deficient  drainage ;  in  other  words,  the  '  anvil '  effect 
is  rendered  much  greater  by  frost  and  cold." 

This  is  partially  true,  but  not,  in  my  opinion,  to  the  extent  your  conclusion 
implies.  There  are  many  anomalies  in  the  fracture  of  the  rails  the  past  winter, 
for  upon  what  was  considered  the  best  ballasted  and  drained  track  in  many 
localities  there  were  the  greatest  number  of  broken  rails. 

This  was  in  part  due  to  the  fact  that  a  heavy  warm  rain  of  one  or 
two  days  preceded  the  sudden  cold  wave  and  all  the  water  which  fell  upon 
the  ballast  had  not  completely  drained  from  it  before  even  the  ballast  froze 
solid. 

The  usual  drainage  was  interrupted  by  the  cold  wave,  and  that  is  liable  to 
occur  hereafter  as  well  as  it  did  the  past  winter.  This  shows  that  even  in 
the  best-constructed  tracks  the  drainage  may  be  interrupted  in  effect  by 
a  cold  wave  and  the  expected  elasticity  of  the  ballast  partially  destroyed.  We 
do  expect  that  with  well-ballasted  tracks  our  breakages  will  be  less,  and  it  is 
the  effort  to  preserve  as  uniform  elasticity  in  the  ballast  in  the  winter  and  in 
the  summer  season,  but  this  is  hardly  possible  of  attainment  in  temperatures 
of  40°  to  50°  below  zero.  There  were  more  failures  on  embankments  than  in 
the  cuts,  owing  to  deeper  freezing  in  low  temperatures. 

At  the  meeting  of  railroad  executive  officers  and  rail  manufac- 
turers last  February  Mr.  Howard  Elliott,  president  of  the  Northe 
Pacific,  stated : 

We  had  one  thousand  and  ninety-one  85-pound  rails  break  in  16  days,  co: 
pared  with  four  hundred  and  eighty-six  in  January  a  year  ago.     The  weather 
during  the  extreme  breakage  was  from  10°  to  48°  below  zero  and  very  much 
colder  than  a  year  ago.     We  did  not  have  any  such  extreme  temperatures  in 
January,  1911,  or  January,  1910,  as  we  had  in  December,  1911,  and  January, 
1912.     But  in  our  warmer  climate  we  had  very  few  rails  break.     For  instanc 
in  December,  1911,  west  of  the  Rocky  Mountains  we  had  one  90-pound  rail 
break  and  nine  85-pound  rails.     And  in  the  16  days  in  January  when  we  d 
covered  so  many  broken  rails  we  had  one  90-pound  rail  break  west  of  the 
Rocky  Mountains  and  ten  85-pound  rails,  although  we  had  one  thousand  and 
ninety-one  85-pound  rails  break  east  of  the  Rocky  Mountains  and  one  hundr 
and  seventy-seven  90-pound  rails  break  east  of  the  Rocky  Mountains. 
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In  a  letter  to  your  committee  Mr.  Elliott  writes : 

I  think  causes  2  and  3,  as  mentioned  by  you,  have  considerable  effect,  although 
the  rails  broke  on  portions  of  the  road  that  were  well  drained,  but  which  under 
heavy  frost  were  frozen  hard,  giving  a  rigid  bearing. 

We  are  now  making  our  rail  very  much  thicker  in  the  base,  and  since  doing 
this  are  having  rather  less  breakages;  but  everyone  living  in  this  cold  climate 
can  not  fail  to  be  nervous  as  winter  approaches,  because  with  all  of  our  pre- 
cautions I  do  not  know  any  way  that  we  can  avoid  rail  breakages.  The 
public  demand  very  fast  schedules,  all  of  which  is  dangerous. 

Our  conclusion  in  this  matter  is  that  the  "  anvil "  effect  above  re- 
ferred to  under  case  No.  3  is  the  most  important  element  in  causing 
the  winter  breakage  of  rails,  and  that  this  accounts  for  the  corre- 
sponding failures  of  tires,  wheels,  and  other  portions  of  the  equip- 
ment which  are  not  spring  supported  and  whose  failures  increase 
with  the  rail  failures.  The  most  effective  remedies  would  appear 
to  be: 

(1)  Reduction  of  speed  in  winter  to  lessen  the  impact  of   the 
moving  wheel  loads. 

(2)  Efficient  drainage  and  adequate  depth  of  ballast,  so  that  the 
elasticity  of  the  summer  roadbed  may  be  as  nearly  as  possible  main- 
tained in  winter. 

14.  Methods  of  reducing  rail  failures  and  accidents  therefrom. — 
Some  of  the  principal  methods  have  been  alluded  to  previously,  as 
follows : 

1.  Improved  maintenance  of  equipment. 

2.  Improved    track    maintenance,    ample    depth    of   ballast,   well- 
drained  subgrade,  and  uniform  tie  spacing. 

3.  Reduced  speed,  especially  in  the  winter. 
The  principal  remaining  items  are: 

4.  The  use  of  heavier  rail  and  improvement  in  rail  sections. 

5.  The  substitution  of  open-hearth  for  Bessemer  steel,  thus  permit- 
ig  reduction  of  phospnorus. 

6.  Improved  methods  of  manufacture,  especially  the  securing  of 
Minder  ingots  and  the  use  of  a  greater  discard  to  remove  all  of  the 
iped  and  segregated  metal  which  is  located  at  the  top  of  the  ingot 

present  methods  of  manufacture. 

7.  A  reduction  of  wheel  weights,  especially  on  locomotive  driving 
rheels. 

8.  The  use  of  rails  with  lower  carbon  and  with  consequent  increase 
ductility. 

9.  More  rigid  specifications  and  improved  methods  of  inspection  at 
le  steel  mills  to  prevent  the  acceptance  of  defective  material. 

10.  The  use  of  the  electric  track  circuit  in  connection  with  signal 
.Tstems. 

The  latter  items,  4  to  10,  will  be  considered  in  their  order. 

15.  The  use  of  heavier  rails  and  improved  sections. — It  is  natural 
mt  an  increased  weight  of  rail  and  consequently  a  theoretical-increase 
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of  strength  should  be  considered  as  one  of  the  main  elements  in  pre- 
venting rail  breakage,  and  this  method  of  avoiding  failures  would  no 
doubt  have  been  more  widely  used  except  for  two  considerations: 

First.  The  area  of  contact  of  the  wheel  and  rail  is  necessarily  lim- 
ited, because  it  is  impracticable  to  widen  the  rail  head  materially, 
and  the  area  of  the  surface  of  contact  in  a  longitudinal  direction  is 
limited  theoretically  to  a  line  of  and  practically  to  a  very  small 
amount,  due  to  the  slight  degree  of  compression  of  the  wheel  and  rail. 
The  result  is  that  the  flow  of  the  metal  at  the  wearing  surface  of  the 
rail  and  the  tendency  to  develop  split  heads  and  other  head  fail- 
ures is  not  materially  reduced  by  increasing  the  weight  of  the  rail 
section. 

Second.  Experience  with  heavier  sections  on  many  railroads  has 
indicated  that  the  heavier  sections  gave  no  better  service,  if  as  good, 
as  the  lighter,  and  has  raised  the  question  whether  the  me,tal  in  recent 
heavy  sections  has  been  as  good  as  that  previously  supplied  in  lighter 
sections.  Railroad  companies  have  therefore  doubted  whether  the 
increased  expense  of  heavier  sections  and  the  corresponding  increase 
of  cost  due  to  change  of  switches  and  other  track  construction  would 
be  warranted. 

It  is  impossible  to  make  any  decisive  statement  on  this  subject, 
and  all  that  can  be  done  is  to  express  the  judgment  which  has  been 
formed  after  a  study  of  the  reports  of  the  rail  committee  of  the 
American  Railway  Engineering  Association  and  other  printed  mat- 
ter referred  to  in  the  beginning  of  this  report,  together  with  the  im- 
pressions which  have  been  formed  by  conversation  with  the  officers 
of  the  Pennsylvania,  New  York  Central,  and  other  lines,  and  with 
other  experts.  This  judgment  is  that  heavier  rail  will  be  an  im- 
portant element  in  reducing  breakages,  but  that  a  still  more  impor- 
tant effect  of  increasing  the  section  is  to  reduce  the  expense  of  track 
maintenance,  and  incidentally  reduce  derailments  due  to  miscel- 
laneous track  failures.  Light  sections  of  rail  bend  under  the  heavy 
modern  wheel  weights  and  keep  the  ties,  ballast,  and  joints  in  motion, 
and  thus  increase  the  cost  and  difficulty  of  keeping  the  track  in  good 
condition.  In  some  cases  with  light  rails  it  has  been  found  necessary 
to  space  the  ties  so  closely  together  that  tamping  had  to  be  done  from 
the  ends.  In  such  cases  increasing  the  weight  of  rail  has  enabled 
a  wider  tie  spacing  to  be  used  and  has  reduced  the  cost  of  maintenance 
decidedly,  although  the  lighter  rail  may  have  proved  satisfactory  as 
far  as  breakage  is  concerned.  Assuming  that  an  equally  good  quality 
of  metal  can  be  secured  in  the  heavier  rail,  there  is  no  doubt  that 
additional  safety  is  secured  by  increasing  the  weight  and  consequently 
the  strength  of  the  section.  Mathematical  calculations  have  shown 
that  the  strain  in  rails  at  slow  speeds,  with  track  in  good  condition, 
is  well  within  the  elastic  limit  even  for  light  rails,  and  therefore 
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show  theoretically  an  ample  factor  of  safety.  Other  calculations 
have  shown,  however,  that  the  effect  of  impact  of  heavy  wheel  weights 
moving  at  high  speeds  on  an  uneven  track  may  increase  the  strain 
far  above  the  theoretical  figures,  which  are  based  upon  perfect  con- 
ditions. Mr.  Mansfield  Merriman,  professor  of  engineering,  Lehigh 
University,  and  one  of  the  highest  authorities  on  the  theory  of  this 
subject,  has  stated  that  if  a  driving  wheel  is  assumed  to  fall  one- 
twentieth  of  an  inch  it  would  increase  the  strain  in  the  rail  from 
8,000  pounds  per  square  inch  to  50,000  pounds,  and  it  seems  probable 
that  under  winter  conditions,  with  poorly  maintained  track  and 
equipment,  similar  conditions  to  those  assumed  by  Prof.  Merriman 
may  frequently  occur.  For  such  conditions  it  would  appear  that  an 
increase  in  the  strength  of  the  rail  section  must  be  of  value  in  reduc- 
ing breakage. 

An  important  statement  similar  to  that  above  quoted  by  Prof.  Mer- 
riman is  covered  in  the  discussion  by  William  Forsyth,  a  noted  rail- 
road mechanical  engineer,  to  a  paper  before  the  American  Society 
for  Testing  Materials.  This  statement  is  included  as  Appendix  IX. 

We  think  it  is  fair  to  assume  that  it  is  practicable  to  secure  as  good 
metal  in  heavy  rails  as  in  light,  if  the  mills  are  made  heavy  enough 
to  handle  the  large  sections  of  metal  efficiently.  We  therefore  think 
it  fair  to  conclude  that  an  increase  in  rail  sections  and  weights  is  an 
important  element  to  be  considered  in  reducing  future  breakage. 

Aside  from  increasing  the  theoretical  strength  of  the  rail,  however, 
it  has  been  shown  quite  conclusively,  we  think,  that  an  increased 
amount  of  metal  put  in  the  base  of  the  rail  has  much  effect  in  reduc- 
ing breakage,  although  if  the  strength  of  the  rail  as  a  beam  only  is 
considered  such  additional  metal  appears  to  be  wasted.  The  standard 
rail  sections  wrhich  have  been  commonly  used  during  recent  years 
have  been  those  designed  by  a  committee  of  the  American  Society  of 
Civil  Engineers.  The  design  of  these  sections  appears  to  have  been 
largely  based  upon  the  theory  of  considering  the  rail  as  a  beam  sup- 
ported at  intervals  by  the  ties.  The  result  was  the  comparatively  thin 
flange  which  is  incorporated  in  the  civil  engineers'  section.  The  re- 
cent sections  A  and  B  of  the  American  Railway  Engineering  Asso- 
ciation have  been  changed  principally  from  the  civil  engineers'  sec- 
tion by  increasing  the  amount  of  metal  in  the  base,  the  comparison 
for  the  100-pound  rail  being  as  follows : 


Civil  engi- 
neers' sec- 
tion. 

American  railway  en- 
gineering. 

Pennsyl- 
vania Rail- 
road P.  S. 
section. 

New  York 
Central 
105-pound 
Dudley  sec- 
tion. 

Section  A. 

Section  B. 

Per  cent  of  metal  in  base 

37 
43.8 

39.7 
48.9 

40.6 
41.3 

40.4 
41.9 

37.6 
49.8 

Moment  of  Inertia... 
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The  moment  of  inertia  included  in  the  table  measures  the  relative 
strength  of  each  section  as  a  beam. 

A  section  similar  to  the  A.  R.  A.  section  B  has  been  adopted  as 
standard  by  the  Pennsylvania  Railroad,  and  a  section  somewhat 
similar  to  the  A.  R.  A.  section  A  has  been  adopted  in  the  105-pound 
section  of  the  New  York  Central.  These  sections  are  included  in  the 
table  above.  In  the  Dudley  105-pound  section  very  liberal  fillets 
are  introduced  at  the  junction  of  the  web  with  the  base  and  flange, 
and  in  this  respect  the  design  appears  to  be  the  best  of  any  section. 
The  area  of  the  base  has,  however,  been  but  little  increased  over  the 
civil  engineers'  section,  and  in  this  respect  the  other  sections  shown 
in  the  table  appear  to  have  some  advantage. 

It  will  be  seen  that  all  of  these  sections,  except  the  New  York 
Central  105-pound  Dudley,  have  been  modified  from  the  civil  engi- 
neers' section  by  increasing  the  amount  of  metal  in  the  base.  The 
result  appears  to  be  a  rail  design  which  is  much  approved  frorii  a 
metallurgical  standpoint.  The  heavy  base  holds  the  heat  better,  and 
probably  has  less  tendency  to  form  the  longitudinal  laminations 
which  cause  transverse  weakness.  The  result  is  that  breakage  of 
flanges,  as  previously  shown,  has  been  much  reduced,  and  in  the  case 
of  the  A.  R.  A.  section  on  the  Harriman  lines  and  the  P.  S.  section 
on  the  Pennsylvania  appears  to  be  practically  eliminated.  A  fur- 
ther advantage  of  the  use  of  heavy  base  sections  is  said  to  be  the  fact 
that  the  rails  come  from  the  rolls  with  less  "  camber,"  and  thus 
require  less  cold  straightening,  and  this  cold  straightening  has  prob- 
ably been  a  frequent  cause  of  rail  injury  and  subsequent  breakage  in 
track.  The  effect  of  the  heavier  base  is  indicated  in  the  rail  specifi- 
cations, which  permit  a  "  camber  "  of  5  inches  in  the  A.  R.  A.  section 
A  and  of  4  inches  in  the  heavier  base  section  B.  We  are  informed 
that  in  many  cases,  however,  the  rails  come  out  practically  straight 
and  have  as  little  as  f -inch  "  camber  "  in  their  length. 

If  any  material  improvement  in  breakage  and  track  maintenance 
can  be  secured  by  heavier  rail,  it  would  not  seem  as  if  the  increased 
cost  would  be  a  serious  obstacle.  The  increased  weight  of  metal  per 
mile  of  single  track  occasioned  by  increasing  the  weight  of  rail  from 
100  to  125  pounds  would  be  about  40  tons,  which  at  $30  per  ton 
would  be  $1,200  per  mile,  equivalent  to  a  total  increased  cost  of 
about  $1,400,000,  for  instance,  for  the  300  miles  of  four-track  line 
between  Albany  and  Buffalo.  To  this,  of  course,  would  have  to  be 
added  freight,  additional  labor  for  handling,  and  the  cost  of  chang- 
ing switches  and  other  track  standards. 

16.  The  substitution  of  open-hearth  for  Bessemer  steel. — The  exhaus- 
tion of  ore  suitable  for  the  Bessemer  process  has  been  referred  to. 
The  result  is  that  it  has  been  necessary  to  gradually  increase  the 
proportion  of  phosphorus  in  the  Bessemer  rail  from  0.06  to  0.10,  or 
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over  60  per  cent.  There  appears  to  be  no  doubt  that  phosphorus  is  the 
greatest  enemy  that  the  rail  makers  have  to  contend  with  in  the 
securing  of  tough  material.  The  seriousness  of  this  increase  is, 
therefore,  obvious,  and  it  is  probably  one  of  the  main  elements  which 
has  caused  the  increased  rail  breakages  of  recent  years.  It  appears 
to  be  out  of  the  question  to  secure  good  material  with  much  higher 
than  0.10  phosphorus.  The  result  appears  to  be  that  the  basic,  open- 
hearth  process,  which  permits  of  the  reduction  of  phosphorus,  is 
almost  compelled.  In  the  .open-hearth  process  the  pig  iron,  scrap, 
and  other  material  is  meltecl  in  a  stationary  furnace,  and  the  quan- 
tity of  metal  in  one  heat  appears  in  average  practice  to  be  over  four 
times  that  handled  in  _jone_Jirait  of  the  Bessemer  converter.  Two 
kinds  of  open-hearth  process  appear  to  be  in  use — the  "  acid  "  and 
the  "  basic."  There  is  reason  to  think  that  the  "  acid  "  process  en- 
ables somewhat  better  steel  to  be  produced  from  high-grade  raw 
material,  but  it  does  not  permit  of  the  reduction  of  phosphorus,  and 
therefore  requires,  as  in  the  Bessemer  process,  the  use  of  ores  which 
are  low  in  phosphorus.  Modern  conditions  of  ore  supply,  therefore, 
require  the  use  of  the  "  basic  "  process,  which  permits  the  phosphorus 
to  be  reduced  through  chemical  combinations  and  carried  off  in  the 
slag.  With  this  process  it  is  practicable  to  reduce  the  phosphorus  to 
such  an  extent  that  the  regular  open-hearth  specification  for  steel  rails 
limits  the  amount  to  0.04,  a  reduction  of  60  per  cent,  as  compared 
with  the  corresponding  specification  for  Bessemer  steel.  The  open- 
hearth  process  also  appears  to  enable  a  better  control  to  be  kept  over 
the  chemical  reactions  which  take  place  in  steel  making,  and  greater 
uniformity  in  the  finished  material  therefore  seems  to  be  possible 
than  in  the  Bessemer  process.  The  reports  of  the  American  Railway 
Engineering  Association  show  strongly  the  improvement  in  rails 
which  results  from  the  open-hearth  process. 

There  appears  to  be  no  reason  to  question  the  advantage  of  open- 
hearth  rails  over  Bessemer,  provided  adequate  care  is  used  in  the 
management  of  the  furnace  by  the  steel  melter  and  in  the  other 
processes  of  manufacture. 

This  probable  advantage  is  further  indicated  by  the  fact  that  for 
a  great  many  years  nothing  but  open-hearth  steel  has  been  per- 
mitted in  the  manufacture  of  important  material  such  as  boiler  plate, 
car  axles,  locomotive  connecting  rods,  and  other  parts.  For  such  uses 
Bessemer  steel  has  long  been  considered  unreliable. 

The  growth  in  the  manufacture  of  open-hearth  rails  is  indicated 
by  the  statistics  issued  by  the  American  Iron  and  Steel  Association. 
For  1897  these  show  a  production  of  over  1,600,000  tons  of  Bessemer 
steel  rails  and  500  tons  of  open  hearth.  For  1906,  the  year  of  largest 
production,  Bessemer  rails  constituted  3,800,000  tons  and  open  hearth 
186,000  tons  of  the  total  product.  The  figures  for  1911  show  1,050,000 
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tons  of  Bessemer  rails  and  1,700,000  tons  of  open  hearth,  thus  indi- 
cating a  production  of  nearly  62  per  cent  of  open-hearth  rails. 

The  probable  improvement  to  be  gained  by  the  use  of  open-hearth 
iiteel  is  recognized  in  the  fact  that  the  Pennsylvania  Railroad  system, 
the  New  York  Central  lines,  and  the  Harriman  lines  have  been  speci- 
fying open-hearth  steel  almost  exclusively  in  their  recent  rail  pur- 
chases. We  think  that  the  substitution  of  open-hearth  steel  for 
Bessemer  is  probably  the  principal  element  which  can  be  depended 
upon  to  secure  an  improvement  in  the  rail-failure  record.  The  use 
of  this  process,  however,  appears  to  develop  some  problems  which 
may  be  more  or  less  serious.  For  instance,  the  transverse  fissures 
previously  referred  to  as  causing  the  Manchester  wreck  appear  to 
have  developed  principally  in  open-hearth  steel,  and  it  appears  to 
be  important  that  the  future  study  of  rail  steel  should  be  devoted 
largely  to  determining  the  limitations  of  the  basic  open-hearth 
process. 

An  important  element  in  the  substitution  of  basic  open-hearth  steel 
is  its  effect  upon  the  amount  of  carbon  to  be  used.  Phosphorus  is  a 
hardening  element,  although  at  the  same  time  it  tends  to  brittleness. 
To  preserve  a  rail  of  equal  hardness  with  the  Bessemer,  therefore,  it 
is  necessary  to  increase  carbon  as  the  phosphorus  is  decreased,  and 
about  three  points  of  carbon  appear  to  be  necessary  to  equalize  the 
hardening  effect  of  one  point  of  phosphorus.  The  result  is  that  the 
carbon  and  phosphorus  specified,  for  instance,  in  the  1909  rail  spfcifi- 
mlions  of  the  Carnegie  and  other  steel  companies  for  Bessemer  and 
open-hearth  steel,  compare  as  follows : 


Carbon. 

Phosphorus. 

Bessemer       .  

0.55 

0.10 

Open  hearth                 -             -  

.75 

.04 

I 


Notwithstanding  the  increase  in  carbon,  however,  there  appears  to 
be  no  reason  to  doubt  that  the  open-hearth  steel  constituted  as  above, 
if  well  made,  forms  a  tougher  and  more  reliable  product  than  the  cor- 
responding Bessemer  steel. 

17.  Improved  methods  of  manufacture. — Sound  ingots:  Probabl 
the  main  end  to  be  secured  by  improvements  in  manufacture  is  the 
production  of  sound  ingots.  It  has  been  proved  that  sound  rails 
can  not  be  uniformly  made  except  from  sound  ingots.  Defective 
spots  in  the  ingot,  due  to  slag,  blowholes,  piping,  and  segregation, 
will  not  be  removed  in  rolling,  but  will  injure  the  quality  of  the  fin- 
ished rail  to  a  greater  or  less  extent. 

Just  how  much  improvement  can  probably  be  made  in  this  dir 
tion  under  the  modern  conditions  of  manufacture  without  incre 
ing  the  cost  to  an  unreasonable  amount  is  a  question  which  can  o 
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be  adequately  answered  after  a  detailed  technical  study  by  experts. 
The  possibility  of  improvement  is,  however,  indicated  by  a  com- 
parison of  ingots  which  were  tested  at  the  United  States  Watertown 
Arsenal  at  the  expense  of  the  Government  and  reported  as  a  congres- 
sional document  in  Tests  of  Metals,  1909-10.  Most  of  the  ingots 
covered  by  these  tests  were  of  Bessemer  steel  and  showed  the  char- 
acteristic piping  and  blowholes  produced  in  ordinary  manufacture. 
One  ingot,  however,  was  made  by  the  Standard  Steel  Works  and 
showed  almost  perfect  soundness  throughout.  A  similar  ingot  was 
recently  made  by  the  same  works  for  Daniel  Willard,  president  of  the 
Baltimore  &  Ohio,  and  tested  for  the  A.  R.  A.  rail  committee.  The 
improvement  indicated  by  the  appearance  of  the  etched  sections  of 
these  ingots  and  by  the  physical  and  chemical  tests  is  very  great,  and 
warrant  the  belief  that  the  me\al  thus  produced  would  go  far  to 
eliminate  rail  failures  if  it  could  be  supplied  in  regular  rail  produc- 
tion. It  should  be  said,  however,  that  these  ingots  were  made  of 
"  acid  "  open-hearth  steel.  The  conditions  of  ore  supply  require  the 
use  of  "  basic  "  steel,  and  we  do  not  know  what  allowance  it  is  nec- 
essary to  make  for  the  difference  between  these  processes. 

Another  indication  of  possible  improvement  in  this  direction  is 
afforded  by  a  recent  report  of  the  American  Railway  Engineering 
Association  regarding  a  process  of  making  sound  ingots,  recently 
invented  and  patented  by  Sir  Robert  Hadfield,  a  prominent  English 
steel  maker.  This  report  apparently  shows  the  possibility  of  pro- 
ducing sound  rail  ingots  on  a  commercial  scale  and  without  serious 
increase  in  cost.  It  has  recently  been  claimed  that  another  process, 
proposed  by  Mr.  Benjamin  Talbot,  another  English  steel  maker, 
formerly  connected  with  the  Pencoyd  Iron  &  Steel  Works  of  thia 
country,  accomplishes  the  same  end. 

Discard:  Until  sound  and  uniform  ingots  are  produced  it  will 
be  necessary  to  "  discard  "  more  or  less  from  the  top  of  each  ingot 
to  remove  the  piping  and  segregated  metal  which  has  been  pre- 
viously shown  to  be  located  at  that  point.  It  appears  to  be  especially 
important  to  remove  the  metal  constituting  the  "  brittle  zone,"  which 
tests  have  shown  to  be  due  to  the  concentration  of  carbon,  phos- 
phorus, and  sulphur.  One  of  the  great  controversies  which  has 
been  waged  regarding  rail  purchases  relates  to  the  proper  amount 
of  "  discard  "  and  its  effect  on  the  price  of  the  finished  rail.  The 
practice  of  the  steel  makers  appears  to  have  been  to  discard  9  per 
cent  in  all  cases  and  to  include  this  amount  in  the  base  price  of 
$28  per  gross  ton  for  Bessemer  and  $30  for  open-hearth  rails.  An 
additional  discard  has,  however,  been  regarded  as  good  practice,  and 
has  probably  often  been  recommended  by  the  steel  makers,  but  this 
involves  an  additional  charge  of  29  cents  per  ton  for  each  1  per  cent 
71466—13 20 
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of  discard  above  9  per  cent.  Thus,  for  20  per  cent  discard,  which 
is  a  common  figure,  the  additional  cost  would  be  $3.19  and  for 
25  per  cent  $4.64  per  gross  ton. 

The  effect  of  this  upon  the  price  of  the  finished  rail  is  shown  by 
the  following  calculations:  A  common  size  of  ingot  appears  to  be 
sufficient  to  make  six  100-pound  rails,  which  in  33-foot  lengths  would 
weigh  1,100  pounds  and  cost  at  $30  per  ton  $14.73  each.  Assuming  a 
normal  mill  discard  of  10  per  cent,  the  remaining  90  per  cent  of 
the  ingots  would  be  divided  into  6  rails,  each  taking  15  per  cent  of 
the  ingot.  If  the  discard  is  made  25  per  cent,  an  amount  frequently 
recommended,  all  of  the  metal  forming  the  top  or  A  rail  would  be 
discarded.  At  the  prices  quoted  above  this  would  be  equivalent  to 
the  following  allowance  for  the  discarded  rail  and  price  for  the 
rails  used: 

At  25  per  cent  discard,  1  rail  discarded  allowance $5 

Price  5  rails  used,  at  $17__  85 


Total 90 

This  allowance  is  regarded  by  many  railroad  men  to  be  entirely 
too  small,  and  the  temptation  therefore  is  strong  to  use  the  upper 
rail  and  accept  the  minimum  maker's  discard  of  9  per  cent.  Many 
of  the  railroad  presidents  have,  however,  probably  taken  the  posi- 
tion expressed  in  the  following  statement  made  by  Daniel  Willard. 
president  of  the  Baltimore  &  Ohio,  at  the  meeting  of  representatives 
of  the  railroads  and  rail  manufacturers,  February  15, 1912 : 

I  was  confronted  with  this  proposition  in  purchasing  our  rails  this  year. 
In  consulting  the  steel  manufacturers  this  statement  was  substantially  given 
to  me,  that  the  general  practice  was  to  discard  about  9  per  cen!  ;  that  undoubt- 
edly there  was  a  condition  below  that,  resulting  from  segregation,  which  might 
result  in  piping  and  imperfection  of  the  rails,  and  that  if  we  would  discard 
as  much  as  20  per  cent  we  would  probably  do  away  with  90  per  cent  of  the 
failures.  I  was  then  confronted  with  this  proposition:  Ought  I,  as  a  railroad 
president,  having  that  knowledge,  to  authorize  the  purchase  of  rails  with  a 
discard  of  9  per  cent  when  from  the  best  knowledge  I  could  get  11  per  cent 
more  discard  would  eliminate  90  per  cent  of  the  failures?  !  really  felt  that 
it  was  my  du'y  to  pay  as  much  as  we  had  to  pay  in  order  to  get  that  greater 
element  of  safety.  I  thought  that  was  a  duty  I  owed  the  public,  but  at  the 
same  time  I  did  not  feel  the  confidence  that  I  would  like  to  feel  that  it  was 
the  best  thing  to  do. 

The  doubt  thus  expressed  by  Mr.  Willard  runs  all  through  the 
numerous  discussions  on  the  discard  question. 

The  general  impression  of  technical  men  on  this  subject  is  probably 
expressed  by  R.  H.  Hunt,  as  follows : 

As  the  general  existing  conditions  produce  ingots  with  the  most  undesirable 
steel  in  their  upper  part,  it  has  been  and  is  the  practice  in  manufacturing  steel 
locomotive  tires,  ordnance  forgings,  armor  plate,  large  steel  shaftings,  and 
other  what  are  termed  high-grade  products  to  reject  arbitrarily  at  lenst  the 
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upper  one-third  of  the  ingot.  It  is  true  that  even  so  great  a  discard  will  not 
always  prove  an  absolute  safeguard,  but  if  the  ingots  are  carefully  made  it  will 
do  so.  Against  bad  or  ignorant  workmanship  it  is  hard  to  find  any  absolute 
protection. 

The  reports  of  the  American  Railway  Engineering  Association  con- 
tain much  criticism  of  the  A  rail,  especially  because  of  its  effect  in 
causing  split  heads.  In  the  July,  1911,  bulletin  the  following  state- 
ments are  made : 

It  is  considered  possible  that  the  failures  of  Baltimore  &  Ohio  No.  1  might 
be  due  to  a  small  discard,  as  low  as  5  per  cent,  as  a  very  large  percentage  oc- 
curred in  A  rails. 

For  convenient  reference  Table  No.  6  has  been  made  from  the  reports.  The 
failures  of  A  rails  are  the  most  numerous.  There  are  also  very  many  failures 
of  B  and  C  rails  and  no  inconsiderable  number  of  D  and  E,  while  there  are 
occasional  ones  even  lower  down.  Unless  there  is  an  improvement  in  the  mak- 
ing of  the  ingots  it  will  require  the  elimination  entirely  of  the  A,  B,  and  C 
rails  to  be  sure  of  having  only  sound  ones  in  the  track.  As  this  would  mean 
a  great  waste  of  material,  with  resulting  loss  of  economy,  it  emphasizes  the 
necessity  for  continued  study  of  rail  manufacture  in  order  to  obtain  rails  as 
nearly  faultless  as  possible  without  extravagance. 

An  examination  of  Table  Xo.  G  referred  to,  however,  shows  so  many 
breakages  in  positions  lower  down  in  the  ingot  than  the  A  rail  that 
it  is  doubtful  if  any  conclusions  of  value  can  be  drawn.  Recent  ex- 
perience of  the  Harriman  lines  also  tends  to  throw  some  doubt  upon 
the  conclusions  of  the  rail  committee  as  above  expressed.  An  analysis 
of  the  breakage  of  their  90-pound  modern  section  sliovrs  only  a 
slight  amount  of  additional  failure  of  A  rails,  the  failures  of  the 
B,  C,  and  D  being  almost  as  great,  and  in  some  cases  the  failures 
of  the  D  rails  appears  to  be  greatest.  The  experience  of  Dr.  Dudley 
for  the  New  York  Central  lines  appears  to  confirm  that  of  the  Har- 
L'iman  lines.  Referring  to  500,000  tons  of  low-phosphorus  Bessemer 

tils,  made  between  1890  and  1898,  he  states : 

The  metal  was  so  tenacious  that  but  few  breakages  occurred  in  the  winter 
md  practically  none  in  the  summer.  I  made  the  rails  mostly  in  two  or  three 
Ul  ingots  for  30-foot  rails,  and  for  all  the  three-rail  ingots  marked  the  top 
lil  "A,"  the  second  "  B,"  and  the  third,  or  last  one  of  the  ingot,  "  C."  The 
ibsequent  service  of  the  rails  in  the  tracks  furnished  the  first  opportunity  for 
tudying  the  wear  from  the  different  portions  of  the  ingots.  The  A  rails  wore 
the  most  rapidly  under  heavy  traffic,  but  the  breakages  were  not  much  in 
excess  of  either  the  B  or  C  rails.  It  was  the  fact  of  such  service  tests  that 
in  1907  led  me  to  oppose  the  adoption  of  a  20  or  25  per  cent  discard  from  the 
bloom,  and  to  contend  for  a  provision  in  the  specification  to  shear  the  bloom 
jntil  the  metal  cuts  sound,  and  such  action  is  now  considered  the  best  practice. 
There  has  been  a  reversal  of  opinion  in  reference  to  the  inferior  quality  of  the 
rail  when  rolled  out  of  steel  purified  in  the  bath — a  work  for  the  manufac- 
turers to  do  and  not  for  the  consumer.  The  number  of  rails  which  have  proven 
sfective  after  a  short  service  and  with  20  to  25  per  cent  discard  from  the 
ngot  has  proven  definitely  that  such  a  percentage  does  not  secure  pipeless  or 
)und  rails,  as  proper  mill  practice  is  often  neglected  with  such  a  percentage  of 
liscard. 
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Some  further  important  information  on  this  subject  is  contained  ii 
a  letter  of  October  11,  1912,  from  Dr.  P.  H.  Dudley,  of  the  1 
York  Central  lines,  which  is  given  in  Appendix  No.  VI.     This  letter 
indicates  the  difficulty  of  reaching  decided  conclusions  upon  the  sul 
ject  of  "  discard."     It  further  shows  that  in  open-hearth  steel  we  are 
dealing  with  a  different  metal  than  Bessemer,  and  that  conclusions 
based  on  Bessemer  practice  will  probably  have  to  be  revised. 

The  general  attitude  of  the  railroads  now  appears  to  be  to  hold  the 
manufacturers  responsible  for  furnishing  sound  rails  and  to  leave  it 
for  them  to  decide,  with  such  checks  as  can  be  afforded  by  inspection 
and  tests,  how  much  more  than  the  minimum  discard  of  9  per  cent 
may  be  necessary  to  secure  acceptable  rails.  We  think  that  there  is 
much  to  justify  this  attitude,  especially  when  open-hearth  steel  is 
used.  There  is,  however,  no  question  but  what  the  steel  from  the 
upper  part  of  the  ingot  is  more  doubtful  than  that  lower  down,  and 
the  safest  pracfice  would  probably  be  to  use  a  discard  of  at  least  20 
per  cent,  except  where  it  can  be  shown  that  methods  of  manufacture 
and  inspection  are  sufficiently  improved  above  average  practice  to 
produce  sound  rails  with  a  smaller  discard.  With  this  in  view,  we 
think  the  manufacturers  should  consider  whether  the  price  of  29 
cents  for  each  per  cent  of  discard  should  not  be  reduced.  There  is 
much  to  show  that  the  discarded  material,  especially  in  the  case  of 
open-hearth  steel,  can  be  used  to  good  advantage  for  other  purposes, 
and  the  loss  to  the  manufacturer  from  such  discard  correspondingly 
reduced.  We  think  that  the  extra  price  charged  for  discard  should 
be  based  on  the  actual  manufacturing  cost  and  reduced  to  the  lowest 
practicable  amount.  At  the  present  price  there  is  too  much  tempta- 
tion to  accept  the  minimum  discard.  This  may  lead  to  the  acceptance 
of  inferior  material  from  the  upper  part  of  the  ingot,  especially  by 
smaller  railroads,  who  do  not  inspect  and  test  their  rails  as  carefully 
as  is  done  by  the  Harriman,  Pennsylvania,  New  York  Central,  and 
other  important  lines. 

In  connection  with  the  manufacture  of  open-hearth  steel  a  great 
deal  of  stress  has  been  placed  by  Dr.  Dudley,  of  the  New  York  Cei 
tral  lines,  and  by  Mr.  Job,  representing  the  Lehigh  Valley  Railroa( 
on  the  "  purification  of  the  bath  "  of  steel  in  the  open-hearth  f  urnac 
Mr.  Job,  referring  to  the  transverse  fissures,  such  as  caused  the  wreck 
at  Manchester,  says : 

We  have  found  that  rail  failures  have  occurred  due  to  the  presence  of  small 
particles  of  slag  and  even  particles  of  oxide  and  similar  materials  in  the  steel, 
all  of  which  come  under  the  head  of  purification  of  the  bath,  and  I  believe 
when  we  speak  of  immediate  relief  it  seems  to  me  that  one  of  the  pressing 
points  in  which  the  benefit  can  be  secured  is  by  thorough  purification  of  the 
bath  during  the  process  of  manufacture. 

Dr.  Dudley  has  in  many  cases  spoken  emphatically  along  simils 
lines  and  has  impressed  upon  your  commmittee  the  belief  that  care 


PROCEEDINGS   OF   THE   CONVENTION.  303 

the  part  of  the  steel  melter  to  secure  metal  free  from  impurities  is 
one  of  the  most  important  elements  in  securing  sound  rails. 

Many  special  alloys,  including  such  elements  as  chromium,  nickel, 
manganese,  titanium,  and  vanadium,  intended  to  increase  the  strength 
and  durability  of  rails,  have  been  tested,  but  the  results  thus  far 
appear  to  be  doubtful,  and  the  high  rate  of  breakage  of  some  lots  of 
special-alloy  rails  indicates  that  it  is  necessary  to  use  great  care  in 
departing  from  standard  practice.  We  think  that  the  probable  line 
of  progress  has  been  well  expressed  by  Mr.  Joseph  T.  Kichards,  engi- 
neer of  maintenance  of  way  of  the  Pennsylvania,  in  a  letter  to  the 
rail  committee  of  June  22, 1911,  as  follows : 

From  what  I  can  gather  from  the  progress  reports  of  the  work  of  the  com- 
mittee to  date,  particularly  the  reports  made  to  the  committee  by  Mr.  Wickhorst, 
I  am  impressed  that  we  are  doing  a  great  deal  of  work,  but  along  the  line  which 
may  be  called  experimental — we  are  to  a  degree  hunting  something  new  in  the 
composition  of  rail,  like  chromium  and  nickel. 

If  I  am  correct,  I  believe  our  committee  should  turn  its  attention  to  perfect- 
ing the  rail  as  we  know  it  under  the  present  well-worked-out  analyses  and 
specifications.  If  we  fail  in  doing  this,  as  railroad  men,  I  believe  we  are  not 
doing  our  part,  because  a  good  rail  can  be  made  under  our  specifications  and 
well-known  composition,  if  the  mill  practice  is  right. 

Experimenting  outside  of  this  line  is  "  only  beating  around  the  bush,"  and 
working  with  a  line  ahead  as  long  as  a  life  line,  and  we  will  be  continuing  the 
long  chase  very  much  as  we  have  been  for  the  last  generation,  whereas  to  get 
the  rail  we  are  seeking  for  requires  prompt  action  in  the  direction  above 
outlined. 

I  am  firmly  convinced  that  the  mills  can  make  a  good  rail.  We  all  know 
very  well  what  the  mill  practice  did  in  making  the  old  "  John  Brown  "  and 
"  Charles  Cammel "  rail  more  than  40  years  ago,  at  the  crude  mills  and  under 
the  imperfect  specifications  of  that  time. 

It  is  a  well-known  principle  that  as  the  phosphorus  is  decreased  carbon 
should  be  increased.  It  can  safely  be  done,  and  will  give  us  a  rail  that  will 
wear  longer  and  not  break. 

18.  Reduction  of  voheel  weights,  especially  on  locomotive  driving 
wheels. — The  great  wheel  weights  now  used  and  their  rapid  increase 
have  been  previously  referred  to.  These  wheel  weights  would  have 
been  thought  impracticable  a  few  years  ago,  and  the  suggestion  is 
frequently  made  that  the  limit  has  been  reached  and  that  when  new 
locomotives  are  ordered  lower  weights  should  be  specified.  This 
subject  we  think  involves  questions  which  to  a  considerable  extent 
in  ust  be  answered  for  each  railroad  separately.  The  decision  depends 
on  several  elements,  such  as  the  design  of  track,  the  efficiency  of  main- 
tenance of  track  and  locomotives,  and  the  speeds  at  which  trains  are 
operated.  The  rail-failure  records  indicate  that  the  wheel  weights 
now  used  should  not  be  increased  without  most  careful  consideration 
of  all  of  the  above  elements  and  inquiry  whether  the  probable  econ- 
omy to  be  obtained  in  hauling  traffic  will  pay  for  the  greater  rail 
wear  and  failure  that  increased  wheel  weights  will  cause.  We  think, 
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however,  that  there  is  no  sufficient  ground  for  imposing  an  inflexible 
limit  beyond  which  wheel  weights  should  not  go,  and  believe  thj 
with  the  improved  quality  of  rails  which  can  be  made  by  the  open- 
hearth  process,  and  with  heavier  rails,  better  tracks,  and  improved 
construction  and  balancing  of  locomotives,  some  increase  of  wheel 
weights  above  those  now  used  may  safely  result,  although  there  ap- 
pears to  be  no  possibility  of  such  increases  in  the  future  as  there  have 
been  in  the  past.  It  is  certain  that  if  the  limitation  of  wheel  weights 
proposed  many  years  ago  by  Mr.  Chanute,  of  the  Erie  Railroad,  at 
12,500  pounds,  had  been  made  effective  by  legislation,  it  would  have 
proved  a  most  serious  barrier  to  improvement  in  transportation,  and 
would  have  made  it  impossible  to  secure  the  reduction  in  cost  of 
moving  freight,  or  the  increase  in  the  efficiency  of  operating  pas- 
senger trains  which  have  been  such  remarkable  elements  of  American 
railroad  progress  in  recent  years. 

The  maximum  locomotive  wheel  weights  now  used  appear  to  be 
those  of  the  Pennsylvania  Railroad,  and  these  weights  are  probabty 
justified  in  view  of  the  great  care  exercised  by  that  road  in  track 
design  and  maintenance  and  in  all  the  other  elements  of  good  rail- 
road operation.  Experience  has  shown,  however,  that  heavy  wheel 
weights  are  sometimes  copied  by  other  roads  without  due  regard  to 
the  other  elements  of  the  problem.  When  such  is  the  case,  the  results 
will  always  prove  disappointing  and  may  sometimes  prove  disastrous. 

19.  The  use  of  rails  with  lower  carbon  and  with  the  corresponding 
increase  of  ductility. — The  use  of  softer  rails  has  been  recently  urged 
by  rail  manufacturers.  Mr.  E.  A.  S.  Clarke,  president  of  the  Lacka- 
wanna  Steel  Co.,  at  a  meeting  of  representatives  of  the  railroad  com- 
panies and  steel  makers,  February  15,  1912,  stated  among  his  reasons 
for  recommending  a  softer  rail  the  following : 

There  is  at  present  another  reason  in  my  mind  for  advocating  a  less  hard  rail, 
looking  toward  greater  safety,  because  it  is  impossible  for  a  steel  maker  to  make 
all  of  his  rails  as  good  as  the  best.  A  very  large  proportion  of  any  lot  of  rails 
that  goes  out  from  a  mill  to  a  railroad  in  a  given  time  gives  pretty  good  satis- 
faction, they  may  be  made  to  a  pretty  hard  specification  or  to  a  less  hard  speci- 
fication, but  the  great  majority  of  them  do  not  break.  The  ones  that  do  break 
are  probably  weaker  links  in  the  chain. 

And  it  is  not  possible  for  a  steel  maker— at  least  in  the  current  state  of  the 
art  for  anything  that  we  know  of — to  make  them  all  as  good  as  the  best.  Am 
there  are  certain  unavoidable  contingencies  in  the  manufacture,  there  are  littl 
bubbles  of  gas,  blowholes  and  little  globules,  and  there  is  the  occasional  seg 
gation,  and  so  on;  and  those  things  in  many  cases  seem  to  be  the  cause  of  rail 
failures.  Now,  in  my  judgment,  they  are  the  cause,  because  the  character  of 
the  steel  is  up  toward  the  danger  zone  of  hardness ;  and  in  a  less  hard  steel  the 
effect  of  those  imperfections,  and  which  are  unavoidable,  no  matter  what  care 
may  be  used— in  a  less  hard  steel  the  effect  of  those  things  would  be  greatly 
lessened.  And  in  that  way,  therefore,  it  seems  to  me,  that  to  make  a  safer  rai" 
the  first  step — the  step  that  we  can  take  immediately  with  reason  to  believe  that 
it  will  have  good  effect  as  far  as  safety  is  concerned— is  to  make  a  rail  less  hai  " 
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Mr.  Farrell,  president  of  the  United  States  Steel  Corporation,  in 
his  testimony  before  the  congressional  committee,  stated: 

The  public  demands,  and  rightly,  that  railway  transportation  shall  be  safe 
and  that  rails  shall  not  break.  I  am  absolutely  convinced  that  if  railways  are 
to  accomplish  this  they  must  be  prepared  to  face  a  greater  wear  on  steel  rails. 
In  other  words,  under  the  severe  and  often  unknown  demands  of  modern  railway 
traffic  choice  must  be  made  between  safety  and  wearing  quality  in  steel  rails. 
Beginning  about  1890,  the  railways  of  the  United  States  began  asking  for  higher 
carbon  in  steel  rails,  to  secure  greater  wear;  and  the  rail  makers  unwisely, 
and  many  times  under  protest,  made  the  quality  of  steel  demanded.  Gradually 
the  specifications  called  for  still  higher  carbon,  until  to-day  I  believe  the  steel  is 
within  the  danger  zone  of  brittleness. 

It  is  true  many  of  these  hard  rails  never  break,  but  the  liability  of  breakage 
is  much  greater  than  in  the  old-time  softer  steel,  and  the  influence  of  the  un- 
avoidable contingencies  of  manufacture,  such  as  seams,  pipes,  and  segregation, 
is  much  greater.  In  many  respects  the  steel  is  more  doubtful,  more  dangerous, 
and  more  treacherous.  It  is  unquestionably,  in  my  judgment,  an  unsafe  grade 
of  steel,  in  view  of  the  severe  conditions  of  service.  If  safety  is  to  be  first 
consideration,  lower  carbon  and  softer  steel  would  seem  to  be  necessary.  With 
such  steel  the  various  unavoidable  defects  or  variations  of  commercial  rails 
would  be  far  less  dangerous. 

I  believe  I  am  correct  in  saying  that  harder  steel  is  used  in  rails  in  the 
United  States  than  in  any  other  country,  yet  our  wheel  loads  and  trainloads 
are  much  greater  than  those  on  foreign  roads.  When  with  increased  weight  of 
motive  power  and  rolling  stock  it  became  necessary  to  strengthen  our  bridges, 
our  engineers  did  not  try  to  do  so  by  using  a  harder  and  higher  tensile  strength 
steel.  They  increased  the  amount  of  metal  of  the  kind  they  had  been  using 
because  they  knew  they  must  have  a  safe  steel  and  large  factor  of  safety.  You 
might  think  that  a  soft  rail  would  wear  out  more  quickly.  The  old  soft  rails 
under  the  conditions  of  their  day  gave  very  satisfactory  wear.  It  is  my  belief 
that  wear  would  be  less  rapid  than  most  people  estimate,  provided  of  course 
the  section  of  rail  is  heavier. 

The  experience  of  many  railway  men,  we  understand,  does  not 
coincide  with  these  views,  and  some  experience  appears  to  have  been 
directly  contrary.  For  instance,  Mr.  F.  A.  Delano,  president  of  the 
Wabash  Railway,  has  referred  to  the  use  on  the  Burlington  Rail- 
road several  years  ago  of  some  very  low  carbon  rails  which  had  been 
made  according  to  the  specifications  of  Dr.  Charles  B.  Dudley,  of  the 
Pennsylvania,  and  stated: 

We  had  a  great  deal  of  trouble  with  these  rails  on  account  of  mashing  down 
at  the  ends.  After  they  had  been  in  the  track  about  10  or  11  years  we  began 
to  have  serious  breakages.  What  I  could  not  account  for,  and  other  officers 
could  not  account  for,  was  that  rails  that  were  criticized  because  they  were 
so  soft  were  subsequently  criticized  because  they  were  so  hard  and  brittle. 

He  then  told  of  tests  that  were  made  of  the  rails  showing  that  the 
wheel  loads  had  formed  a  hard  glossy  skin  on  top  of  the  rail  which 
had  become  very  brittle  and  caused  the  entire  rail  to  be  dangerous. 
In  some  pieces  of  rail  which  were  tested  this  hard  surface  was  planed 
off  and  the  original  soft  characteristics  of  the  metal  again  showed 
themselves. 
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The  experience  of  the  Harriman  lines,  covering  a  detailed  study  oi 
rail  failures  beginning  in  1907,  and  referring  especially  to  the  rail 
failure  statistics  of  the  three  years  1909  to  1911.  inclusive,  is  sum- 
marized as  follows : 

That  increased  carbon  has  not  caused  an  increase  of  rail  failures  due  to 
"  brittleness,"  but  the  reverse. 

This  conclusion  is  repeated  in  the  1912  summary  of  rail  failures 
for  the  same  lines. 

We  are  advised  that  there  is  nothing  in  the  experience  of  the  New 
York  Central  or  the  Pennsylvania  lines  in  connection  with  open- 
hearth  rails  of  recent  manufacture  to  indicate  that  the  limit  of  hard- 
ness has  been  exceeded,  and  the  satisfaction  which  these  rails  appear 
to  be  giving  tends  to  prove  the  contrary. 

In  order  to  show  exactly  the  degree  of  hardness  which  is  being 
discussed  in  this  connection  comparison  has  been  made  of  the  upper 
limits  of  carbon,  phosphorus,  and  manganese  permitted  by  leading 
specifications  for  100-pound  Bessemer  and  open-hearth  rails.  These 
limits  are  shown  in  the  following  table : 

Bessemer  rails  (100-pound  maximum  limits). 


American 

New  fork 
Central 
(ferro-tit.). 

Pennsylva- 
nia. 

Harriman  * 
90  pounds. 

A.  R.  A., 
1912. 

Society  for 
Testing 
Materials, 

1909. 

Oarbon  

0.70 

0.55 

0.65 

0.55 

0.55 

Phosphorus 

.10 

.10 

.085 

.10 

.10 

Manganese  

.70 

1.20 

1.05 

1.10 

1.14 

1  The  Harriman  specifications  provide  for  Bessemer  steel  as  follows:  Where  mills  can  not 
furnish  steel  with  phosphorus  content  less  than  0.10,  carbon  shall  be  maximum  0.60  for  the 
90-pound  rail. 

Open-hearth  rails  (100-pound  maximum  limits). 


American 

New  York 
Central. 

Pennsylva- 
nia B. 

Harriman, 
90  pounds. 

A.  B.  A., 

1912. 

Society  for 
Testing 
Materials, 

1909. 

Oarbon  -        ...........  .... 

0.75 

0.75 

0.76 

0.76 

0.75 

Phosphorus  - 

.04 

.04 

.04 

.04 

.04 

Manganese  .  .................... 

1.00 

.80 

1.00 

.90 

It  will  be  noted  that  the  chemical  requirements  for  open-heai 
rails  are  practically  identical. 

Inquiry  has  also  been  made  regarding  specifications  which  hai 
been  indorsed  by  the  manufacturers,  and  the  following  statement 
made  by  M.  H.  Wickhorst,  engineer  of  tests,  American  Railway 
Engineering  Association,  on  this  subject : 

I  do  not  know  that  there  is  at  the  present  time  a  standard  rail  manufacturer 
specification,  but  probably  the  specifications  of  the  American  Society  for  Tes 
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ing  Materials  represents  :is  well  as  possible  specifications  indorsed  by  the  manu- 
facturers; if  not  at  the  present  time,  at  least  a  year  or  two  ago.  Manufacturers 
of  late  have  kept  away  from  the  position  of  indorsing  any  specifications  as 
their  own. 

This  is  confirmed  by  an  examination  of  printed  specifications  issued 
in  1909  by  the  Bethlehem,  Lackawanna,  and  Carnegie  Steel  Cos.,  all 
of  which  show  the  same  requirements  as  the  specifications  of  the 
American  Society  for  Testing  Materials,  above  given. 

There  appears  to  be  no  doubt  that  any  increase  in  the  hardness  of 
rails  above  the  limits  indicated  in  the  preceding  tables  should  be 
made  with  great  caution  and  after  a  careful  study  of  all  of  the  ele- 
ments involved.  We,  however,  see  no  sufficient  proof  in  the  informa- 
tion before  us  to  warrant  this  committee  in  recommending  the  adop- 
tion of  a  softer  rail  than  is  required  by  the  specifications  above  quoted. 

Reference  may  be  made  in  this  connection  to  the  inquiry  suggested 
by  the  president  of  the  association  referred  to  at  the  beginning  of 
this  report,  as  follows : 

It  may  be  profitable  to  inquire  whether  a  different  character  of  rail  may  not 
be  needed  in  those  sections  of  the  country  where  the  climate  is  subject  to  ex- 
treme changes  of  heat  and  cold  than  in  the  more  temperate  climates. 

Experience  has  shown,  we  think,  that  a  harder  rail  can  be  safely 
used  in  sections  of  the  country  where  the  climate  is  mild  and  uniform 
than  in  those  sections  which  are  exposed  to  extreme  conditions  of 
temperature. 

The  specifications  previously  quoted,  however,  have  been  prepared 
to  suit  wide  variations  of  conditions,  including  the  most  severe  ones, 
and  practically  uniform  hardness  is  aimed  at..  If  one  grade  of  steel 
answers  for  the  New  York  Central,  Pennsylvania,  and  Harriman 
lines,  as  well  as  the  large  number  of  lines  covered  by  other  specifica- 
tions calling  for  practically  the  same  class  of  material,  it  is  a  strong 
indication  that  no  variation  need  be  made  to  suit  the  special  con- 
ditions of  other  lines. 

Much  gain  in  quality  of  material  as  well  as  in  economy  of  produc- 
tion can  be  expected  from  uniformity  of  specifications,  rail  sections, 
and  equipment  standards.  Rigid  and  blind  adherence  to  standards 
is  unwise,  and  improvements  must  continually  be  studied.  Many 
variations  from  recognized  standards  have,  however,  been  made  to 

lit  individual  views  and  without  sufficient  reason,  and  such  varia- 
tions should  be  discouraged. 

20.  More  rigid  specifications  and  improved  methods  of  inspection 
the  steel  mitts  to  prevent  the  acceptance  of  defective  material. — 
ere  appears  to  have  been  considerable  difficulty  between  the  rail- 

>ad  companies  and  the  steel  manufacturers  in  the  past  in  reaching 
in  agreement  on  rail  specifications.  The  report  of  the  rail  commit- 
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tee  of  the  American  Railway  Engineering  and  Maintenance  of  Wai 
A—oeiation,  bulletin  118,  December,  1909,  states  as  follows: 

A  new  specification  should  not  he  proposed  at  this  time  without  careful  con- 
sideration. So  far  as  we  know,  no  railroad  company  h;is  purchased  rails  under 
the  specifications  approved  by  the  American  Railway  Association  and  referred 
to  us;  nor  do  we  know  of  any  railway  company  that  has  succeeded  in  buying 
rails  during  the  past  two  years  according  to  a  specification  entirely  satis- 
factory to  the  railroad  company.  We  believe  that  all  of  the  specifications 
under  which  rails  have  been  rolled  have  been  compromises  on  the  part  of  both 
parties,  with  the  general  result  that  neither  party  is  entirely  satisfied. 

The  1912  specifications  of  the  American  Railway  Engineering 
Association,  which  has  been  before  referred  to,  appears,  however,  to 
be  the  result  of  a  satisfactory  agreement,  and  we  are  advised  by  com- 
petent authority — 

that  the  specifications  of  the  American  Railway  Engineering  Association  rep- 
resent the  best  thought  of  its  rail  committee,  after  due  consultation  with  the 
rail  manufacturers,  and  can  not  be  considered  merely  as  a  compromise  between 
the  users  and  manufacturers  of  rails,  although  I  think  they  are  indorsed  by 
the  manufacturers  as  working  specifications. 

These  specifications  are  printed  in  the  annual  report  of  the  Ameri- 
can Railway  Engineering  Association,  1912,  volume  13,  pages  5G5  to 
571,  inclusive.  We  have  compared  them  with  those  of  the  New 
York  Central,  Pennsylvania,  and  Harriman  lines  previously  referred 
to.  All  of  these  specifications  appear  to  be  very  complete,  and,  as 
previously  indicated,  satisfactory  rails  appear  to  be  obtained  under 
all  of  them.  We  would  not  feel  warranted  in  criticizing  any  element 
of  these  specifications  without  more  study  than  your  committee  has 
been  able  to  give  and  in  the  absence  of  full  hearing  and  first-class 
technical  advice.  It  is  proper,  however,  to  call  attention  to  some 
points  which  appear  to  be  open  to  debate. 

First.  All  of  the  specifications  call  for  sufficient  metal  to  be  re- 
moved from  the  top.  of  the  ingot  to  secure  sound  rails,  and  all  of 
the  drop  tests  specified  are  made  from  the  upper  portion  of  the 
ingot.  The  breakage  of  these  test  pieces  will  indicate  '"  piping  "  or 
other  defects  of  a  similar  nature.  We  are  not  certain,  however,  that 
such  tests  can  be  relied  upon  to  detect  "  segregated  "  metal.  R.  W. 
Hunt  states  that  rails  with  "  segregated  "  centers  will  often  stand  the 
drop  test  satisfactorily.  We  think  it  is  therefore  possible  that  the 
ordinary  specifications  may  permit  of  the  acceptance  of  rails  whicl 
are  somewhat  defective  as  far  as  "  segregation  "  is  concerned. 

Second.  One  of  the  "  drop-test "  requirements  in  several  existing 
open-hearth  steel  specifications  is  as  follows : 

If  any  rail  breaks  when  subjected  to  the  drop  test,  two  additional  tests  will 
be  made  of  other  rails  from  the  same  heat  of  steel,  and  if  either  of  these  latter 
tests  fail,  all  the  rails  of  the  heat  which  they  represent  will  be  rejected ;  but  if 
both  of  these  additional  test  pieces  meet  the  requirements,  all  of  the  rails  of 
the  heat  which  they  represent  will  be  accepted. 
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We  have  questioned  one  of  the  prominent  steel  makers  as  to  the 
extent  which  this  clause  may  permit  of  the  acceptance  of  defective 
material,  and  he  advises: 

Under  our  specifications  we  do  not  consider  that  the  breaking  of  one  piece 
shows  that  the  material  is  to  some  extent  defective.  Test  pieces  are  subject 
to  more  or  less  incidental  damage  through  sudden  cooling,  chilling  in  the  rolls, 
etc.,  and  if  two  subsequent  tests  from  the  same  heat  show  a  proper  grade  of 
steel  in  that  heat,  we  are  inclined  to  think  that  the  reason  of  the  failure  of  the 
first  test  is  from  some  unknown  external  condition,  and  that  the  two  which 
stand  are  representative  of  the  heat.  The  testing  of  each  ingot  is,  it  seems  to 
me,  an  unnecessary  requirement.  In  properly  made  steel  the  composition  of 
various  ingots  of  a  given  heat  does  not  greatly  vary,  and  defects  in  individual 
ingots  are  as  liable  to  occur  in  the  second,  third,  and  fourth  rails  as  they  are 
in  the  top  rails,  and  there  is  no  way  to  prove  that  each  and  every  rail  contains 
no  flaws  or  other  defects,  excepting  to  test  each  rail  to  destruction,  which  is 
obviously  ridiculous,  as  there  would  be  nothing  left.  The  testing  of  each  ingot 
would  be  impracticable  in  the  rail  mills  of  the  country  to-day  without  the  addi- 
tion of  a  great  deal  of  extra  apparatus,  and  the  sorting  and  separating  of  rails 
by  ingots  would  also  cause  a  great  additional  expense. 

In  some  of  the  standard  specifications  the  requirement  above  re- 
ferred to  has  been  somewhat  modified.  The  A.  R.  A.  1912  specifica- 
tion contains  these  requirements : 

18.  Open-hearth  process  drop  tests. — Test  pieces  shall  be  selected  from  the 
second,  middle,  and  last  full  ingot  of  each  open-hearth  heat. 

(a)  If  two  of  these  test  pieces  do  not  break  at  the  first  blow  and  show  the 
required  elongation  all  of  the  rails  of  the  heat  shall  be  accepted,  provided  that 
these  test  pieces  when  nicked  and  broken  do  not  show  interior  defect. 

Subsequent  paragraphs  provide  for  the  rejection  of  all  of  the  top 
rails  of  the  ingot  in  case  two  of  the  test  pieces  break  in  subsequent 
tests,  which  are  intended  to  eliminate  all  of  the  steel  which  may  prove 
defective.  It  would  seem,  however,  that  the  requirement  above 
quoted  would  permit  of  the  acceptance  of  material  in  which  one  test 
out  of  the  three  has  failed,  and  leaves  the  question  open  whether  such 
failure  was  due  to  an  accidental  defect  in  the  test  piece  or  to  some 
defect  in  the  ingot  from  which  the  test  piece  was  made.  The  cor- 
responding A.  R.  A.  1912  specification  for  Bessemer  rails  appears 
to  be  more  decisive. 

17.  Bessemer  process  drop  tests.— One  piece  shall  be  tested  from  each  heat  of 
Bessemer  steel. 

(a)  If  the  test  piece  does  not  break  at  the  first  blow  and  shows  the  required 
elongation,  all  of  the  rails  of  the  heat  shall  be  accepted,  provided  that  the  test 
piece  when  nicked  and  broken  does  not  show  interior  defect. 

(6)  If  the  piece  breaks  at  the  first  blow  or  does  not  show  the  required  elonga- 
tion, or  if  the  test  piece  shows  the  required  elongation  but  when  nicked  and 
broken  shows  interior  defect,  all  of  the  top  rails  from  that  heat  shall  be 
rejected. 

Additional  paragraphs  similar  to  those  in  the  open-hearth  specifi- 
cation provide  for  continued  testing  until  all  of  the  rails  have  been 
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examined  and  the  extent  of  the  defective  material  ascertained, 
comparing  these  specifications  it  should  be  noted  that  one  heat  o 
Bessemer  steel  is  about  15  tons  and  of  open-hearth  steel  from  60  to 
100  tons,  and  each  of  the  three  tests  for  open-hearth  steel,  therefore, 
represents  considerably  more  material  than  the  one  test  of  Bessemer 
steel.    In  this  connection  the  statements  made  by  K.  W.  Hunt  in  his 
paper  before  the  Congress  for  Testing  Materials,  and  included  in 
Appendix  VII,  should  be  considered. 

The  New  York  Central  specifications  require  a  "  ductility  "  test 
to.be  made  in  connection  with  each  drop  test.  This  consists  of  a 
measurement  of  the  stretch  of  the  metal  in  the  outer  fibers  of  the 
rail  after  the  first  blow  for  each  drop  test  made,  and  further  requires 
that  one  test  from  each  heat  of  open-hearth  steel  shall  be  broken  by 
repeated  blows  of  the  drop  and  the  final  stretch  or  "  exhausted  duc- 
tility "  measured.  This  "  ductility "  test  has  been  partially  incor- 
porated in  the  A.  R.  A.  1912  specifications.  The  records  of  these 
"  ductility  "  tests  as  made  by  the  New  York  Central  inspectors  fur- 
nish a  basis  for  judging  the  purity  of  each  heat  of  open-hearth  steel 
and  give  a  corresponding  check  on  the  work  of  the  steel  melter.  It 
is  stated  that  the  test  can  be  made  so  quickly  that  poor  operation  of 
a  furnace  can  be  checked  before  any  large  amount  of  defective  metal 
has  been  made.  Comparisons  can  thus  be  instituted  which  are  of 
great  service  in  raising  the  standard  of  manufacture.  Our  exami- 
nation of  the  reports  of  these  "  ductility  "  tests  tends  to  confirm  the 
claims  made  in  their  favor  and  indicates  a  decided  advantage  in  this 
or  some  similar  method  by  which  a  continuous  record  can  be  made 
of  the  quality  of  production  of  each  mill,  and  thus  enable  compari- 
sons to  be  made  of  the  work  of  different  mills  and  of  the  furnaces  and 
melters  in  the  same  mill. 

We  think  it  probable  that  the  quality  of  open-hearth  steel  rails 
will  gradually  improve  under  the  requirements  of  the  more  rigid 
specifications  above  noted,  and  that  such  specifications  can  gradually 
be  made  more  severe,  with  such  general  improvement  in  quality, 
without  imposing  an  undue  burden  upon  the  manufacturers  or  an 
important  increase  in  cost  of  production.  This  at  least  has,  we 
understand,  been  the  experience  in  the  production  of  open-hearth 
steel  for  other  purposes,  such  as  axles  and  boiler  plate. 

There  has  been  a  decided  recent  tendency  on  the  part  of  the  rail- 
road companies  to  require  more  detailed  mill  inspection  of  rails  tha 
ever  before,  and  recent  practice  in  this  respect  includes  not  only  th 
ordinary  drop  and  chemical  tests  and  inspection  of  the  finished  rai 
but  a  supervision  over  all  of  the  processes  of  manufacture,  an 
through  the  reports  of  these  inspectors  the  railroad  companies  a 
receiving  more  complete  information  as  to  the  quality  of  rails  whic 
are  being  furnished  than  has  ever  before  been  possible.    We  believ 
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also  that  the  mill  inspection  and  the  supervision  over  all  parts  of  the 
process  of  manufacture  have  been  decidedly  improved  through  the 
keen  appreciation,  which  is  now  general,  of  the  importance  of  the 
rail-failure  problem. 

The  improved  quality  of  material  which  has  resulted  is  indicated 
in  the  reports  of  several  of  the  prominent  railroad  companies,  and  is 
thus  expressed  in  the  1912  summary  of  rail  failures  of  the  Harriman 
lines : 

That  there  has  been  a  continued  marked  improvement  in  the  quality  of  all 
sections  and  weights  of  rail  since  1907.  Briefly,  this  improvement  in  the 
quality  of  rails  we  attribute  to — 

1.  Improved  mill  practice,  giving  a  rail  more  free  from  physical  defects. 

2.  Improved  rail   section,  better  distributing  the  metal  for  uniform  rolling 
temperatures. 

3.  Improved  distribution  of  the  chemical  constituents,  giving  less  segregation 
and   more  homogeneity  of  material,  tending  to  lessen  the  rail   failures  from 
brittleuess. 

4.  More  thorough  inspection. 

21.  The  use  of  the  electric,  track  circuit  in  connection  with  signal 
systems. — We  have  received  much  miscellaneous  information  indi- 
cating the  efficiency  of  the  electric  track  circuit  in  detecting  broken 
rails  and  preyenting  accident  therefrom.     In  order  to  secure  definite 
information  on  this  subject,  inquiry  has  been  made  of  Mr.  A.  T. 
Hardin,  assistant  vice  president,  New  York  Central  lines,  regarding 
the  rail  breakages  which  have  been  detected  by  the  track  circuit  on 
those  lines  during  the  winter  months,  and  we  regard  the  information 
given  as  of  such  importance  that  it  is  included  in  full  in  Appendix 
VIII  to  this  report.     The  final  results,  as  far  as  the  track  circuit 
is  concerned,  are  as  follows : 

Total    mil    breakages   on    Mohawk    division    for   January,    February,   and 
March,  1912 388 

Total  broken  on  freight  and  other  tracks  where  no  circuit  was  installed 125 

Total  broken  and  detected  by  track  circuit 224 

Total  broken  and  not  detected  by  track  circuit 39 

It  therefore  appears  that  of  263  rails  broken  in  track-circuit  terri- 
>ry  85  per  cent  were  detected  through  the  signals  being  held  at  dan- 
ger by  the  operation  of  the  circuit.  We  think  that  these  figures  prove 
the  efficiency  of  the  electric  track  circuit  in  detecting  broken  rails 
lore  conclusively  than  any  heretofore  given.  Many  broken-rail 
iccidents  have  no  doubt  been  prevented  by  the  electric  track  circuit, 
ind  we  believe  that  the  conclusion  is  warranted  that  such  a  circuit 
connection  with  an  adequate  signal  system  is  essential  to  the 
ifety  of  high-speed  operation  in  winter. 

22.  Duty  of  the  Federal  and  State  authorities  in  connection  with 
"ail  failures. — This  inquiry  has  been  made  primarily  with  a  view  to 
giving  a  satisfactory  answer  to  the  question  indicated  by  the  presi- 
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dent  of  the  association  and  stated  at  the  beginning  of  this  report,  as 
follows : 

Whether  the  matter  of  Government  inspection  may  not  be  desirable,  both  in 
the  matter  of  manufacturing  rails  and  the  construction  of  equipment,  and  per- 
haps legislation  enacted  requiring  a  rigid  inspection  and  more  uniformity  in  the 
specifications  used  by  the  different  factories. 

Our  answer  is  that  present  conditions  do  not  require  the  inspection 
by  the  Government  of  rails  and  equipment  or  legislation  concerning 
specifications  or  inspection. 

The  importance  of  the  failures  which  have  been  referred  to  are 
fully  recognized  by  the  manufacturers  and  by  railroad  officers.  The 
railroads  are  keeping  statistics  of  failures  more  systematically  than 
ever  before  and  have  analyzed  and  tabulated  the  rail  statistics  through 
an  able  committee  appointed  by  the  railroad  associations,  and  all  of 
the  information  thus  obtained  has  been  submitted  freely  to  the  com- 
missions. The  steel  companies  have  appreciated  the  serious  condi- 
tions which  these  statistics  have  shown  and  have  cooperated  more 
fully  with  railroad  officers  than  ever  before  to  secure  improvement. 
The  evidences  of  such  cooperation  are  indicated  all  through  the 
reports  of  the  rail  committee,  and  the  satisfactory  attitude  of  the 
steel  companies  was  clearly  shown  at  the  conference  between  railroad 
officers  and  steel  manufacturers  last  winter.  The  open-hearth  process 
of  rail  making  has  been  developed  on  an  enormous  commercial  scale, 
and  a  reduction  in  the  dangerous  element,  phosphorus,  of  60  per  cent 
has  thus  been  secured.  More  severe  specifications  have  been  issued 
and  accepted  and  a  more  comprehensive  system  of  testing  and  inspec- 
tion has  been  inaugurated. 

Improvements  in  detail  have  been  mentioned  in  the  foregoing 
report,  and  we  believe  that  the  rail-failure  reports  of  the  principal 
companies  will  show  that  this  improvement  is  general.  The  most 
decisive  evidence  to  this  effect  is  from  the  Harriman  lines,  whose  rail- 
failure  reports  and  analyses  are  the  most  complete  of  any  which  we 
have  examined.  The  result  for  these  lines  is  summed  up  in  the 
following  statement : 

Record  of  the  Harrhnnn  lines  for  90-pound  mils  shows  for  the  three  years 
prior  to  January  1,  1910,  one  break  per  year  in  538  rails;  in  two  years  since 
that  date,  one  break  in  4,658  rails,  or  a  ratio  of  improvement  of  8.65  to  1.  Part 
of  the  latter  breakage,  however,  is  due  to  a  certain  lot  of  rails  in  which  an 
unfortunate  error  in  manufacture  was  made,  which  was  discovered  and  elimi- 
nated. The  omission  of  these  rails  would  probably  have  reduced  the  breakage 
per  year  for  the  two  years  above  to  about  one  in  7.000  rails  per  annum. 

To  sum  the  matter  up,  our  rails  are  over  eight  times  better  since  January 
1910,  than  they  were  for  three  years  before  that  date. 

Considering  the  limitations  surrounding  this  product,  we  think  that  we  may 
justly  claim  to  have  solved  the  rail  problem,  in  so  far  as  it  is  now  capable  of 
solution,  but  please  do  not  understand  us  to  attribute  this  solely  to  the  section. 

The  causes  of  our  success  are,  we  think,  due  to  improvements  in — 
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1.  Mill  practice :  Increased  care  and  vigilance  by  the  manufacturers. 
'2.  Hail  section:  Thicker  base  and  better  balanced  section. 

3.  Chemical   constituents :   Less  segregation  and  better  selection   of  carbon 
constituent. 

4.  Inspection :  More  thorough,  and  including  all  steps  of  the  process,  day  and 
night,  at  much  increased  cost  to  us. 

5.  Selection  of  maker:  Placing  our  orders  with  those  mills  which  have  given 
us  the  best  product. 

In  conclusion  permit  me  to  say  that  I  honestly  believe  that  the  manufacturers 
from  whom  we  buy  are  earnestly  trying  to  put  out  the  best  rails  that  the  present 
state  of  the  art  permits. 

We  conclude  from  our  examination  of  this  subject  that  the  advan- 
tages which  would  be  aimed  at  by  Government  inspection  are  in 
process  of  being  obtained  without  the  necessity  of  the  Government 
assuming  the  direct  responsibility  which  such  inspection  would  entail. 

We  also  think  that  there  are  very  serious  questions  of  public  policy 
as  well  as  of  practical  detail  which  ought  to  be  fully  considered  before 
such  an  important  step  in  the  supervision  of  railroads  should  be  taken 
as  that  involved  in  Government  inspection  of  rails  and  railroad  equip- 
ment. We  think,  however,  that  the  existence  of  these  questions  will 
be  fully  appreciated  by  the  members  of  the  association,  and  there  is 
no  need  to  discuss  them  in  view  of  the  conclusion  which  has  already 
been  expressed. 

We  think  that  it  is  desirable  that  each  State  commission  should 
keep  informed  as  thoroughly  as  may  be  practicable  regarding  the 
rail  failures  upon  the  lines  under  its  supervision,  but  in  compiling 
statistics  care  should  be  taken  to  distinguish  between  the  large  pro- 
portion of  failures  which  do  not  involve  special  risk  and  dangerous 
breakages  such  as  caused  the  Manchester  accident. 

The  best  general  information  obtainable  on  the  subject  for  the 
country  as  a  whole  will  be  found  in  the  reports  of  the  rail  committee 
of  the  American  Railway  Engineering  Association.  The  care  which 
has  been  used  in  obtaining  statistics  of  rail  failures  by  this  committee, 
in  analyzing  these  figures,  and  in  fearlessly  reporting  its  conclusions 
justifies  high  praise. 

Probably  the  most  effective  governmental  method  of  securing  con- 
tinued improvement  in  the  rail  situation  is  by  the  careful  and 
thorough  investigation  of  all  important  accidents  which  may  be 
caused  by  rail  breakage.  We  think  that  it  is  desirable  that  these 
iccidents  should  be  investigated  primarily  by  the  State  commissions, 
rith  the  cooperation  of  the  accident  investigating  force  of  the  Inter- 
state Commerce  Commission.  Through  such  cooperation  we  think 
that  better  results  can  be  obtained  than  by  independent  investigations 
ind  reports.  We  have  no  doubt  that  the  cordial  cooperation  of  the 
United  States  Bureau  of  Standards  and  of  Mr.  J.  E.  Howard,  the 
engineer  physicist  of  that  bureau,  who  is  recognized  as  an  authority 
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on  this  subject,  will  be  available  to  render  every  assistance  possible  in 
analyzing  the  technical  features  connected  with  such  inquiries. 

Where  the  indications  are  that  rail  breakage  is  caused  by  defective 
metal  we  think  it  is  essential  that  the  inquiry  should  include  the 
entire  history  of  the  rail  with  a  view  of  determining  the  responsi- 
bility which  may  properly  be  attached  to  the  mill  where  the  rail  was 
made,  and  the  record  of  mill  tests  and  inspection  and  of  railroad  in- 
spection should  be  examined.  The  record  of  breakage  in  service  of 
the  particular  order  of  rails  in  question  should  be  analyzed  and  com- 
pared with  the  average  record  of  breakage  of  the  line  upon  which  tho 
accident  has  occurred. 

Finally,  your  committee  would  recommend  the  continuance  of  tho 
Government  tests  of  rails  and  ingots  which  were  begun  a  few  years 
ago  and  which  are  referred  to  in  the  body  of  this  report.  These  tests 
were  planned  by  a  committee  composed  of  Government  officers  and  of 
high-grade  experts  from  civil  life  representing  both  railroads  and 
manufacturers.  The  tests  were  partially  completed  under  the  super- 
vision of  Mr.  Howard,  and  the  results  embodied  in  a  congressional 
report  are  recognized  as  of  great  value.  The  work  was,  however, 
stopped  by  the  Government  before  definite  conclusions  could  be 
reached.  We  believe  that  it  should  be  continued  along  the  same  gen- 
eral lines  as  originally  planned,  and  that  special  study  should  be  given 
to  rail  steel  made  by  the  basic  open-hearth  process. 

JAMES  E.  SAGUE, 
WILLIAM  J.  WOOD, 
CHARLES  E.  ELMQUIST, 
Committee  on  Rails  and  Equipment. 


APPENDIX  I. 
Derailments  due  to  defects  of  equipment. 

YEAR  ENDING  JUNE  30,  1907. 


Cause  of  accident. 

Number. 

Persons 
killed. 

Persons 
Injured. 

Damage  to 
road  and 
equipment 
and  cost  of 
clearing 
wrecks. 

Defective  wheels: 
Broken  or  bursted  wheel  .    

242 

8 

73 

$264,692 

Broken  flange  -  

693 

9 

107 

675,134 

Loose  wheel  - 

132 

3 

95 

127,210 

Miscellaneous           _.       

142 

8 

74 

77,535 

Broken  or  defective  axle  or  journal  

425 

2 

48 

274,498 

Broken  or  defective  brake  rigging  

379 

9 

151 

335,696 

Broken  or  defective  draft  gear                   .-.-       

237 

1 

55 

134,043 

Broken  or  defective  side  bearings                     .    

65 

1 

11 

36,555 

Broken  arch  arbor                               -       _       

109 

1 

23 

86,638 

Rigid  trucks 

91 

22 

43,283 

Failure  of  power-brake  apparatus,  hose,  etc  

122 

4 

14 

82,056 

Failure  of  couplers                                                  .      

145 

18 

66,728 

Miscellaneous  

396 

13 

235 

285,980 

Total  

3,178 

59 

926 

2,490,028 

PROCEEDINGS   OF   THE   CONVENTION. 
Derailments  due  to  defects  of  equipment — Continued. 

YEAR   ENDING    JUNE    30,    1908. 
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Cause  of  accident. 

Number. 

Persons 
killed. 

Persons 
Injured. 

Damage  to 
road  and 
equipment 
and  cost  of 
clearing 
wrecks. 

Defective  wheels: 
Broken  or  bursted  wheel  

234 

41 

$270  097 

Broken  flange  

582 

7 

94 

614  967 

Loose  wheel        _ 

98 

1 

22 

54  674 

Miscellaneous..    -      

117 

1 

66 

55  266 

Broken  or  defective  axle  or  journal 

351 

4 

70 

233  222 

Broken  or  defective  brake  rigging  .    _ 

427 

6 

225 

327  100 

174 

2 

35 

80  200 

Broken  or  defective  side  bearings  

69 

22 

41  354 

Broken  arch  bar 

136 

4 

47 

118  517 

Rigid  trucks.       . 

76 

2] 

37  452 

Failure  of  power-brake  apparatus,  hose,  etc 

92 

4 

19 

60  886 

Failure  of  couplers  .  

103 

2 

23 

47  088 

Miscellaneous  

337 

6 

146 

235  370 

Total 

2  796 

37 

831 

2  176  194 

YEAR  ENDING  JUNE  30,  1909. 


Defective  wheels: 
Broken  or  bursted  wheel 

220 

15 

$246  286 

Broken  flange 

618 

6 

73 

497  712 

Loose  wheel 

101 

1 

66 

82  799 

Miscellaneous 

74 

1 

60 

37  115 

Broken  or  defective  axle  or  journal.      .     ...  

289 

2 

46 

214  735 

Broken  or  defective  brake  rigging  _        

294 

3 

134 

204  946 

Broken  or  defective  draft  gear    .  .  . 

105 

1 

20 

46,912 

Broken  or  defective  side  bearings  

42 

2 

33 

39  779 

Broken  arch  bar 

129 

55 

177  754 

Rigid  trucks 

43 

20 

31  607 

Failure  of  power  -brake  apparatus,  hose,  etc 

141 

2 

21 

75  472 

Failure  of  couplers 

169 

4 

18 

78  658 

Miscellaneous                           ..  .                

237 

6 

90 

201  871 

Total 

2,362 

28 

631 

1  875  646 

TEAR  ENDING  JUNE  30,  1910. 


Defective  wheels: 
Broken  or  bursted  wheel  

841 

4 

19 

$256,074 

Broken  flange  

619 

3 

88 

583,972 

Loose  wheel 

105 

1 

39 

120  418 

Miscellaneous                               -                  -  -          

81 

2 

67 

48,201 

Broke;]  or  defective  axle  or  journal        

337 

1 

41 

281,100 

Broken  or  defective  brake  rigging  

363 

6 

119 

251,252 

Broken  or  defective  side  bearings  

65 

1 

5 

41,523 

Broken  arch  bar                                      .               - 

144 

30 

140,810 

Rigid  trucks                                                  -  - 

68 

4 

24 

37,154 

Failure  of  power-brake  apparatus,  hose,  etc  

182 

7 

30 

101,092 

121 

14 

50,461 

Miscellaneous        .     .    -  

270 

io 

143 

227,364 

Total                                       

2,734 

40 

636 

2,227,352 

71466— 1< 
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YEAR  ENDING  JUNE  30.  1911. 


Cause  of  accident.    • 

Number. 

Persons 
killed. 

Persons 
injured. 

Damage  to 
road  and 
equipment 
and  cost  of 
clearing 
wrecks. 

Defective  wheels: 
Broken  or  bursted  wheel  

235 

| 

34 

$281  965 

Broken  flange  

581 

11 

72 

582  360 

Loose  wheel  ..  .  .  .  .  ........  ..... 

103 

28 

89  073 

Miscellaneous  

78 

1 

43 

55  047 

Broken  or  defective  axle  or  journal  

355 

9 

88 

310  782 

Broken  or  defective  brake  rigging  

382 

9 

131 

289  968 

Broken  or  defective  draft  gear  

131 

2 

29 

77  572 

Broken  or  defective  side  bearings  

79 

4 

39 

66  595 

Broken  arch  bar  

119 

1 

7 

136  370 

Rigid  trucks  

55 

1 

30 

40  315 

Failure  of  power-brake  apparatus,  hose,  etc  

168 

1 

28 

78  078 

Failure  of  couplers  

185 

27 

94,264 

Miscellaneous  

353 

19 

133 

276,665 

Total  

2,824 

64 

689 

2,379,074 

YEAR  ENDING  JUNE  30,  1912. 


Defective  wheels: 
Broken  or  bursted  wheel  

357 

3 

27 

$371,938 

Broken  flange  

627 

8 

64 

605,882 

Loose  wheel  

124 

2 

20 

97,671 

Miscellaneous  .  .  ..... 

127 

2 

169 

109,413 

Broken  or  defective  axle  or  journal  

410 

2 

104 

302,146 

Broken  or  defective  brake  rigging  

528 

4 

157 

411,294 

Broken  or  defective  draft  gear  

177 

6 

48 

110,456 

Broken  or  defective  side  bearings  

177 

1 

94 

125,785 

Broken  arch  bar.  

257 

130 

275,828 

Rigid  trucks  

184 

2 

66 

124,979 

Failure  of  power-brake  apparatus,  hose,  etc  

216 

29 

107,203 

Failure  of  couplers  .. 

208 

2 

30 

98,892 

Miscellaneous  

455 

23 

259 

423,546 

Total  

3,847 

68 

1,197 

3,165,033 

APPENDIX  II. 
Collisions. 


Glass. 

Number. 

Loss. 

Killed. 

Injured. 

OCTOBER,   NOVEMBER,  AND  DECEMBER,  1911. 

Collisions: 
Rear              .                                      .    .........  .... 

337 

$377,096 

45 

669 

Butting                                   .                 

203 

454,064 

50 

993 

Train  separating                                      -  

78 

33,372 

3 

43 

Miscellaneous  ^  

§08 

391,104 

32 

673 

Total  

1,426 

1,255,636 

130 

2,378 

JANUARY,   FEBRUARY,   AND  MARCH,  1912. 

Collisions: 
Rear  

427 

627,450 

48 

1 

Butting  

225 

437,845 

62 

915 

Train  separating 

92 

28,433 

53 

Miscellaneous  

930 

431,285 

27 

725 

Total  

1,674 

1,425,013 

137 

2,426 

Total  for  6  months  (bulletins  42  and  43)  

3,100 

2,680,649 

267 

4,804 
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Weight  of  rail. 

Broken. 

Head  failure. 

Web  failure. 

Base  failure. 

Year. 

Besse- 
mer. 

Open 
hearth. 

Besse- 
mer. 

Open 
hearth. 

Besse- 
mer. 

Open 
hearth. 

Besse- 
mer. 

Open 
hearth. 

135  pounds  

100 
41 
66 

45 
47 

1911 
1909 
1910 
1911 

100  pounds  

20 
34 
32 
29 
14 
25 
19 
17 
24 
21 
21 
16 
30 
28 
25 
16 
23 
21 
20 
28 
32 
25 
28 

19 
23 
81 
24 

58 
47 
51 
62 
81 
68 
75 
74 
58 
62 
65 
70 
53 
53 
59 
73 
67 
67 
69 
52 
49 
52 
54 

14 
9 
11 
11 
3 
6 
4 

28 
13 
20 
20 

8 
10 
6 
8 
2 
1 
1 
8 
9 
11 
8 
8 
12 
12 
11 
6 
4 
6 
5 
2 
7 
6 
5 

12 
8 

4 
8 

100  pounds  ...  ... 

100  pounds  .....  

Average       .......  ....... 

95  pounds  

1910 
1911 

95  pounds  

Average  

90  pounds  

34 
38 
42 
38 
21 
21 
24 
22 
15 
34 
28 
26 

61 
46 
41 
46 
64 
63 
53 
60 
60 
44 
38 
47 

6 
0 
6 
7 
6 
6 
6 
6 
6 
6 
6 
6 
18 
12 
17 
16 

12 
11 
9 
11 
9 
11 
11 
10 
19 
12 
8 
13 

3 
5 
8 
6 
8 
6 
12 
8 
6 
10 
26 
14 

1909 
1910 
1911 

90  pounds.  -  .......  ... 

90  pounds  

Average  .................... 

85  pounds  

1909 
1910 
1911 

85  pounds  ..  .  ... 

85  pounds  ....    .  

Average  

80  pounds  .  

1909 
1910 

1911 

80  pounds  .  

80  pounds  

Average 

75  pounds  

1909 
1910 
1911 

76  pounds  

35 
59 
47 

30 
6 
18 

14 

7 
11 

21 
29 
25 

76  pounds  

Average       ............. 

APPENDIX  IV. 

TESTS  jOF   19   RAILS   WITH   TBANSVEESE  FISSUBES. 

All  open  hearth. 

All  showed  large  grains  in  microphotographs. 

All  showed  very  satisfactory  light  etchings. 

All  showed  very  satisfactory  deep  etchings. 

All  showed  a  granular  fracture  except  2;  1  had  fine-grained  fracture  and  1 
a  "  granular  and  silky  "  fracture. 

All  were  only  very  slightly  segregated — 10  negatively,  7  positively,  and  2  none 
at  all. 

All  showed  a  fair  regularity  in  hardness. 


Minimum. 

Average. 

Maximum. 

Hardness  

244 

280 

333 

Elastic  limit  .  

67,000 

69,000 

93,000 

Ultimate  strength                                            .....       .    ...  . 

96,000 

120,000 

141,000 

Elongation  

1 

5 

10 

Reduction  of  area                   .      ...  ........_—  ......  .  

1 

6 

15 

Carbon.            .            .  ......._______  .  ................... 

0.78 

0.84 

93 

Manganese............  ....  ........  ..-...._........  

.60 

.76 

1.44 

Phosphorus  .  _...._....  ...  ._  -.  ....  .. 

.014 

.028 

.051 

Silicon  

.055 

.141 

.178 

Sulphur                                  _.      .................................. 

.019 

.026 

.036 

Bethlehem  Steel  Co..  13  rails;  Pennsylvania  Steel  Co.,  4  rails;  Lackawanna  Steel  Co.,  1  rail; 
Cambria  Steel  Co.,  1  rail. 
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APPENDIX  V. 

DEFINITION   OF  CAUSES   OF   BAIL   FAILURES. 

I.  Failures  from  conditions  of  service. 

A.  Track  maintenance. 

(a)  Ties. 

1.  Uneven  bearing  of  ties. 

2.  Tie  plates  improperly  placed. 

3.  Old  spikes  remaining  in  ties. 
(6)   Joints. 

1.  Low  joints. 

2.  Insulated  joints. 

3.  Loose  or  improperly  bolted  joints. 

(c)  Line  and  surface. 

1.  Center-bound  track. 

2.  Soft  roadbed. 

3.  Frozen  roadbed. 

4.  Road  crossings. 

5.  Tunnels. 

6.  Ash  pits. 

7.  Wide  gauge,  especially  on  curves. 

8.  Poor  surface. 

(d)  Repair  work. 

1.  Blows  from  spike  maul. 

(e)  Damaged  in  unloading  and  handling. 

B.  Rolling-stock  maintenance. 

(a)  Locomotive. 

1.  Improper  counterbalance. 

2.  Dead  locomotive. 
(6)   Locomotive  and  cars. 

1.  Flat  wheels. 

2.  Broken  wheels. 

3.  Worn  tires. 

4.  Derailed  wheels  injuring  rails. 

C.  Operation. 

1.  Wrecks. 

2.  Slipping  of  drivers. 

3.  Nosing  of  locomotive. 

4.  Locking  of  wheels  by  improper  operation  of  brakes. 

5.  Intensity  of  pressure  on  surface  of  contact  between  wheels  and 

rails. 

D.  Extreme  weather  conditions. 

II.  Failures  from  inherent  conditions  in  rails. 

A.  Design  and  weight. 

1.  Improper  design  and  weight  for  service  imposed. 

B.  Chemical  defects. 

1.  Segregation. 

2.  Composition  giving  too  brittle  a  rail. 

C.  Physical  defects. 

1.  Pipe. 

2.  Abnormal  slag  inclusion. 

3.  Flaws. 

4.  Water  cracks. 

5.  Cracks  from  improper  cold  straightening. 
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APPENDIX  VI. 

LETTER  FROM  P.  H.  DUDLEY,  C.  E.,  PH.  D.,  CONSULTING  ENGINEER,  BAIL,  TIRES,  AND 

STRUCTURAL  STEEL. 

NEW  YORK  CENTRAL  LINES, 

GRAND  CENTRAL  TERMINAL, 
New  York,  October  11,  1912. 

DEAR  SIR:  Your  second  letter  of  September  26,  in  which  you  state  that  you 
have  just  been  reading  the  paper  by  Mr.  R.  W.  Hunt  before  the  Congress  for 
Testing  Materials,  and  notice  the  following,  is  at  hand : 

"Experience  has  proved  that  rails  made  by  the  basic  open-hearth  process  are 
more  liable  to  have  interior  pipes  and  segregated  spots  than  Bessemer  rails; 
no  doubt  principally  because  the  ingots  are  larger  and  the  size  of  the  heats 
prevents  slow  casting.  Of  course,  the  smaller-contained  percentage  of  phos- 
phorus lessens  the  danger  from  its  segregation,  but  the  greater  carbon  content 
made  possible  by  the  low  phosphorus  increases  the  segregation  of  that  element." 

My  own  and  the  experience  of  some  other  engineers  do  not  confirm  all  the 
statements  made  by  Mr.  Hunt.  He  refers  to  the  first  experience  in  starting 
some  of  the  basic  open-hearth  mills.  1  was  more  cautious  and  did  not  coin- 
cide with  a  number  of  the  steel-inill  people  in  the  use  of  so  high  carbon  as  they 
advocated  or  all  of  their  conditions  of  mill  practice. 

The  New  York  Central  lines'  specifications  call  attention  particularly  to  the 
necessity  of  proper  mill  practice  to  prevent  interior  pipes,  and  from  the  chem- 
ical composition  and  more  thorough  purification  of  the  steel  which  sets  quiet 
I  have  not  found  the  segregation  of  the  carbon  to  be  large  in  the  several  thou- 
sands of  ingots  which  we  haAre  made,  weighing  8,200  pounds  each.  Mr.  Hunt's 
statement  in  reference  to  the  phosphorus  is  correct,  but,  as  I  have  stated,  the 
carbon  content  has  not  increased  by  segregation  sufficiently  to  cause  increased 
breakages  from  the  A  or  B  rails  in  the  track.  The  fact  is  we  have  had  so  few 
of  our  open-hearth  rails  break  that  the  different  positions  in  the  ingot  cut  no 
decided  figure. 

The  reports  of  Nos.  1  to  29  made  to  the  rail  committee  of  the  American  Rail- 
way Engineering  Association  do  indicate  that  there  is  a  decided  segregation 
of  the  phosphorous  and  sulphur  in  the  Bessemer  rails. 

The  basic  open-hearth  rails  start  with  steel  of  greater  purity  in  reference  to 
the  phosphorus  and  sulphur  content,  both  as  a  rule  being  under  0.04.  While 
we  do  not  limit  the  sulphur,  it  is  rare  to  find  it  as  high  as  0.05  in  any  melt. 

The  rail  committee,  of  which  I  am  a  member,  probably  has  within  the  past 
week  collected  more  information  as  to  the  breakages  of  the  different  rails  iu 
the  ingot  than  was  ever  before  available  for  study.  I  recall  one  statement  in 
reference  to  about  7.500  tons  of  100-pound  A.  R.  A.  A  type  of  sections,  in  which 
35  rails  were  broken  during  the  past  2  winters,  most  of  them  being  in  the  severe 
cold  of  last  winter.  The  rails  were  rolled  from  ingots  of  8.200  pounds,  and  the 
A  and  B  ingots  do  not  show  a  broken  rail.  As  I  recall,  there  were  6  in  the  O 
rail  of  the  ingot,  9  in  the  D  rail,  9  in  the  E  rail,  and  11  in  the  F  rail,  the  last 
rail  in  the  ingot. 

There  are  other  reports  which  show  that  the  breakage  of  the  rails  was  dis- 
tributed about  evenly  through  the  different  ingots.  It  is^x  fact  at  the  mill  that 
the  greatest  percentage  of  seconds  is  made  from  the  lowest  rails  of  the  ingots. 
I  had  the  pleasure  of  showing  you  when  you  were  in  the  office  the  records  of 
a  great  many  melts  of  steel  in  which  the  ductility  had  been  exhausted  in  rota- 
tion from  the  second,  twentieth,  and  the  last  ingot  of  the  melt. 

I  have  reexamined  a  great  many  hundred  melts  which  I  have  now,  for  over 
200,000  tons  of  steel,  and  I  do  not  find  any  decided  difference  iu  the  ductility 
the  first  of  the  melt,  the  middle,  or  the  last  portions  of  the  steel. 
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One  of  the  great  objections  made  by  the  steel  people  was  that  the  metal 
would  not  be  uniform  owing  to  the  fall  in  temperature  in  teeming  the  great 
quantities  of  steel  of  60  to  80  tons  per  ladle.  I  think  Mr.  R.  W.  Hunt  shares 
in  tlie  same  view  as  stated  before  the  rail  committee.  The  records,  as  I  have 
Just  stated,  do  not  confirm  this  view,  as  the  great  body  of  slag  over  the  steel 
maintains  a  very  uniform  temperature  from  the  first  to  the  last  in  pouring. 

The  ductility  tests  of  the  New  York  Central  lines  specifications,  which  have 
been  adopted  as  general  practice  by  one  or  two  of  the  steel  companies,  gives 
them  now  an  opportunity  to  not  only  work  for  the  carbon  and  phosphorus 
required,  but  the  ductility  of  the  steel,  as  a  measure  of  its  purification.  This 
requires  that  they  do  more  than  follow  the  melts  in  the  furnace  for  the  phos- 
phorus and  carbon,  but  to  the  heating  and  rolling  to  secure  the  highest  quality 
in  the  finished  rail. 

The  further  fact  that  these  rails  did  not  break  in  the  track  under  the  severe 
cold  weather  of  the  past  winter  shows  that  the  increased  purification  of  the 
bath  of  the  steel,  followed  by  the  proper  rolling  temperatures,  is  a  better  safe- 
guard for  the  safety  of  the  service  than  to  consider  a  discard  of  20  to  25  per 
cent  from  the  ingot  without  any  further  attention  to  the  quality  of  the  steel 
than  to  pass  a  20-foot  drop.  The  brittleness  or  the  impurities  in  steel  which 
will  develop  into  interior  transverse  checks  or  longitudinal  seams  must  be 
eliminated  for  safety  of  operation  under  present  traffic.  Experience  with 
which  you  are  quite  familiar  shows  that  a  discard  of  20  per  cent  is  not  nor 
would  30  per  cent  be  sufficient  to  insure  the  consumer  in  obtaining  sound  rails 
from  the  rest  of  the  ingot. 

Yours,  very  truly,  P.  H.  DUDLEY. 


APPENDIX  VII. 

EXTRACTS    FBOM    PAPEE    BY    K.    W.    HUNT,    CONGRESS    FOR    TESTING    MATERIALS,    NEW 

YORK,    1012. 

I  believe  we  can  afford  to  let  the  chemical  requirements  remain  as  they  are 
in  most  of  the  specifications.  Their  physical  requirements  as  to  finishing  tem- 
perature also  are  sufficient,  and  most  of  them  provide  for  sufficient  drop  testing, 
so  far  as  determining  the  quality  of  the  steel  of  the  several  heats  as  metal; 
but  they  do  not  go  far  enough  to  give  protection  against  unsound  castings,  i.  e., 
ingots.  Practically  all  specifications  require  that  the  test  piece  shall  be  taken 
from  the  upper  end  of  the  rail  made  from  the  top  of  the  ingot;  and  several 
require  that  after  drop  testing,  if  the  piece  has  not  broken,  it  shall  be  nicked 
and  broken  to  expose  the  interior,  and  if  the  interior  of  the  rail  shows  any 
defects  all  of  the  A  or  top  rails  of  the  heat  shall  be  rejected.  So  far,  so  good. 
But  each  ingot  is  an  individual  or  separate  casting,  and  because  one  is  sound 
It  does  not  prove  that  the  others  (say,  4  in  Bessemer  or  29  in  open-hearth  prac- 
tice) are  also  good  castings.  As  showing  what  does  happen,  .1  give  below  dia- 
grams of  two  ingots  which  were  cut  longitudinally  through  their  centers. 

With  such  variation  as  here  shown,  it  follows  that  the  test  piece  from  one 
Ingot  would  not  be  representative  of  the  other  one.  Therefore  I  favor  drop 
testing  as  now  and  nicking  and  breaking  those  test  pieces,  and  also  a  piece 
from  the  rails  made  from  the  upper  end  of  each  and  every  one  of  the  other 
ingots  and  accept  the  seemingly  sound  and  reject  the  proven  unsound  A  rails. 
And  I  would  go  further  and  provide  that  where  unsoundness  is  shown  another 
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test  piece  shall  be  cut  from  the  lower  end  of  the  represented  A  rail  and  nicked 
and  broken.  If  it  also  shows  unsoundness,  then  the  B  rail  of  that  ingot  shall 
also  be  rejected  and  another  piece  cut  from  the  lower  end  of  that  B  rail  and, 
if  unsound,  the  O  rails  condemned,  and  so  on  for  the  remainder,  if  any,  of  the 
Ingot  This  makes  a  practical  way  of  determining  how  far  the  pipe  or  segrega- 
tion has  extended  down  the  ingot,  with  the  minimum  destruction  of  merchant- 
able rail.  Such  a  plan  of  testing  is  not  entirely  new  in  principle,  and  was  in 
part  suggested  by  the  late  Mr.  William  Metcalf  in  1908,  when  he  was  consulted 
by  the  rail  committee  of  the  American  Railway  Association.  The  additional 
test  pieces  can  be  taken  from  the  rail  ends  which  are  made  in  hot  sawing  the 
rails  and  can  be  broken  under  much  less  cumbersome  tools  than  the  drop-test- 
ing machine  and  at  small  cost. 

As  to  what  constitutes  interior  defects  I  unhesitatingly  specify  not  only  laps 
or  pipes,  but  also  silvery  or  bright  spots,  or  other  indications  of  nonuniformity. 
Etchings  and  analyses  of  a  great  many  examples  of  the  latter  have  proven  them 
to  unfailingly  indicate  segregation. 


APPENDIX  VIII. 

LETTER  FROM   MR.   A.   T.   HARDIN,   ASSISTANT  VICE  PRESIDENT. 

NEW  YORK  CENTRAL  &  HUDSON  RIVER  RAILROAD  Co., 

GRAND  CENTRAL  TERMINAL, 

New  York,  September  27,  1912. 

DEAR  SIB:  Replying  to  your  inquiry  of  August  30,  in  reference  to  statistics 
concerning  broken  rails  in  connection  with  track  circuits,  I  beg  to  attach  hereto 
statistics  by  days  for  the  months  of  January,  February,  and  March,  1912,  for 
the  Mohawk  division,  showing  the  approximate  temperature  by  days,  the  number 
of  breaks  of  each  kind  classified  as  near  as  such  classification  can  be  made, 
which  introduces  many  elements  of  guesswork ;  and  a  further  subdivision  of  the 
statement  showing  the  number  of  these  breaks  which  occurred  where  there  were 
no  track  circuits  and  the  number  detected  by  track  circuits,  the  difference  be- 
tween the  sum  of  these  two  and  the  total  number  of  bre'aks  for  the  three  months 
indicating  the  breakages  which  occurred  where  there  were  track  circuits,  and 
which  were  not  detected,  as  follows : 


Month. 

De- 
tected. 

No 
circuit. 

Broken 
but  not 
detected. 

Total. 

January..  .  

127 

68 

13 

208 

February                                                      -       ..  -.  ... 

74 

42 

16 

132 

March  

23 

15 

10 

48 

Total                                                                          

224 

125 

39 

383 

The  foregoing  includes  the  entire  Mohawk  division,  consisting  of  21  miles  of 
single  track,  152  miles  of  double  track,  139.5  miles  of  four  track;  total  miles 
of  main  track,  883. 

Of  the  foregoing  we  have  476  miles  of  track  circuits  and  407  miles  not 
circuited. 
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As  further  information  I  have  shown  the  number  of  rails  which  broke  on  the 
ties  and  between  the  ties,  as  follows : 


Over. 

Between. 

January.  

150 

58 

February  ±  

80 

52 

March  _.  .           .  .    _ 

26 

22 

Total  

256 

132 

The  breakages  by  causes,  so  far  as  they  could  be  approximated,  were  as 
follows : 


Month. 

A-l. 
Cause 
un- 
known. 

A-2. 
Cause, 
defective 
metal. 

A-3. 
Cause, 
defective 
equipment 

Total. 

January  

50 

64 

94 

208 

February  

54 

54 

24 

132 

March  

11 

16 

5 

48 

Total  

131 

134 

123 

388 

In  assigning  the  cause  many  have  to  be  classified  as  unknown,  as  there  is  no 
ascertninable  defect  in  the  metal,  and  no  other  broken  rails  in  the  immediate 
vicinity  which  would  justify  classifying  the  rail  under  breakages  by  defective 
equipment.  It  is  probable,  however,  that  equipment  has  something  to  do  with 
many  of  these  unknown  breaks,  and  even  the  words  "  defective  equipment "  are 
sometimes  misleading,  as  there  are  certain  peculiar  and  natural  functions  of 
a  locomotive  which  cause  trouble,  and  which  will  be  referred  to  later.  However, 
there  are  occasional  cases  which  are  easily  localized  and  assigned  to  equipment, 
and  the  defective  equipment  is  usually  found  as  illustrated  by  the  following 
cases : 

The  left-hand  rail  of  a  certain  single  track  developed  an  abnormal  number 
of  breakages,  with  practically  none  upon  the  right  rail ;  the  cause  was  found  to 
be  an  engine  with  a  shelled  rear  tender  wheel  upon  the  left  side,  which  operated 
one  day  in  passenger  service  and  the  next  day  in  freight.  The  rails  were  broken 
while  operating  upon  the  passenger  train. 

Again,  on  double  tracks  broken  rails  were  found  on  the  right-hand  rail  of 
each  track,  and  it  was  ascertained  to  be  due  to  a  trailer  wheel  of  a  Pacific 
engine.  While  operating  «t  high  speed  several  rails  were  checked  or  broken  in 
succession,  and  the  distance  between  the  checks  indicated  the  circumference  of 
the  wheel. 

In  another  case,  a  considerable  number  of  rails  were  found  checked  upon  one 
side  of  the  track,  and  it  was  traced  to  a  car  which  had  developed  a  shelled  wheel 
en  route. 

The  track  circuits  indicate  a  large  majority  of  the  breaks.  In  some  cases 
there  is  not  a  complete  severance,  or  the  metal  remains  in  contact  to  a  suttici 
extent  to  continue  the  circuits  and  thus  give  no  indication.  However,  it  sho 
be  borne  in  mind  that,  notwithstanding  the  indication,  a  train  has  doubtl 
passed  over  the  broken  rail,  and  by  further  examination  of  the  data  it  will 
seen  that  most  of  the  breaks  occur  upon  the  ties,  which  are  often  tie-pla 
with  shoulder  plates,  or  the  tie  itself  supports  the  rails  and  keeps  them  in  pro 
alignment,  and  it  is  probable  that  many  trains  could  pass  over  most  of  these 
breaks  without  serious  possibility  of  derailment.  Of  all  the  breakages  in  these 
three  months  no  accident  occurred.  Where  derailments  have  occurred  with 
other  broken  rails,  it  appears  the  piece  has  broken  out  of  the  rail,  usually  fro: 
flaws,  and  while  the  train  was  passing  over  the  rail. 
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From  this  it  would  appear  tliat  the  greatest  element  of  safety  is  a  good 
quality  of  steel  in  the  rail. 

The  following  incidents,  while  somewhat  foreign  to  your  inquiry,  may  be  of 
interest : 

A  tabulation  of  229  broken  rails  on  a  double-track  line  indicates  that  180  of 
them  were  on  the  left-hand  side.  This  proportion  is  somewhat  abnormal,  but 
the  tendency  appears  to  be  well  denned. 

Again,  the  majority  of  broken  frames  of  locomotives  appears  to  be  on  the 
left-hand  side.  This,  in  conjunction  with  the  irregular  wear  of  driving  wheels 
on  locomotives,  tends  to  indicate  a  further  relationship  between  equipment  and 
tracks.  The  right-hand  lead  of  the  engine  is  probably  an  important  factor. 

The  large  number  of  breakages  where  there  were  track  circuits,  is,  of  course, 
due  to  high-speed  tracks,  all  of  which  have  the  circuits  in  connection  with 
signals.  On  some  of  the  slow-speed  tracks,  where  the  breakages  were  few, 
blocking  is  sometimes  used  which  does  not  require  the  circuit. 

Concerning  the  flat  wheels  causing  trouble  on  engines,  some  one  might  in- 
quire why  they  were  allowed.  You  know,  however,  that  there  are  sometimes 
long  "  easy  "  flat  places  or  slightly  eccentric  conditions  which  make  practically 
no  noise  and  might  escape  the  most  vigilant  terminal  inspector. 

If  there  is  any  further  information  that  you  should  like,  kindly  let  me  know. 
Yours,  very  truly, 

A.  T.  HARDIN, 
Assistant  Vice  President. 


Neiv  York  Central  d-  Hudson  River  Railroad  Co.,  Mohawk  Division. 

BROKEN  RAILS,  JANUARY,  1912. 


Day. 

Tem- 
pera- 
ture. 

No.  of  breaks. 

Detect- 
ed by 
track 
circuit. 

No  cir- 
cuits. 

Over  tie 
or  on 
edge. 

Between 
ties. 

Glass 
A-l. 

Glass 
B-l. 

Class 
O-l. 

Total. 

1 

2  

30 

1 

1 

2 

1 

1 

2 

3  

4  

5 

0 
-12 
-10 

1 
1 

1 

1 

1 
1 

2 
2 
3 

2 
2 
3 

2 
2 
2 

6. 

7. 

1 

1 

8.       . 

9 

0 
-15 
0 
-20 

15 

2 
6 

1 
2 
4 
2 
2 
4 
1 
4 
4 

2 
34 
4 
9 
8 
66 
5 
8 
5 
4 
4 
15 
7 
1 
1 
1 
4 
4 
6 
1 
4 

2 

33 
4 
9 
5 
6 
3 
8 
5 
2 
1 
14 
6 

2 
29 
4 

10 

28 
2 
1 

6 

11- 

1 

6 
4 
5 
2 
4 
3 

12. 

7 
8 
40 
3 
5 
2 
3 
4 
10 
4 

2 

13 

2 
60 
2 

14—  

-15 
0 
5 
0 
20 

59 
1 

26 
2 
3 
3 

1 
1 
5 
3 

1 

15 

16 

17.. 

1 

18 

19 

20 
15 
20 
20 
8 
25 
15 
10 
5 
20 
0 

20 

9 
3 
1 

6 
4 

21 

22 

23 

1 

1 
1 
3 
4 
6 
1 
4 

24 

1 

1 

25 

4 

2 
4 
4 

1 
4 

1 

26 

1 
3 

3 
3 
1 

27 

2 

28 

2 

2 

10 

2 

4 

6 

6 

2 

4 

Total 

60 

64 

94 

208 

127 

68 

150 

58 

A-l.  Break;  cause,  unknown.    B-l.  Break;  cause,  defective  metal.    O-l.  Break;  cause,  defec- 
tive material. 
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New  York  Central  <6  Hudson  River  Railroad  Co.,  Mohawk  Division — Continue 

BROKEN  RAILS,  FEBRUARY,  1912. 


Day. 

Tem- 
pera- 
ture. 

No.  of  breaks. 

Detect- 
ed by 
track 
circuit. 

No  cir- 
cuits. 

Over  tie 
or  on 
edge. 

Between 
ties. 

Glass 
A-l. 

Glass 
B-l. 

Glass 
0-1. 

Total. 

1 

10 
10 
5 
10 

6 

4 
2 
1 

8 
3 
1 
1 

14 
7 
3 
2 

11 
5 
2 
1 

1 
2 
1 
1 

10 
6 
3 

1 

4 

1 

2  

3  

4  

1 

6  

«  

15 
5 
0 

—  5 

1 
1 

1 

4 

? 

2 

1 

1 

4 

1 
1 
1 
2 

7  

8  

1 

i 

IS 

1 

6 
1 
5 
2 
2 
2 

1 
4 
1 
7 
18 
8 
10 
1 
4 

9  

3 
1 
3 
11 
3 
4 



2 
1 
5 
7 
11 
8 
3 
4 

10  ._  

—15 

11  

-10 
5 
-14 
0 
8 
10 
40 
25 
40 
22 
26 

5 
5 
3 

4 

A 

3 

1 

1 

4 
9 
8 
7 

12  

13  

13 

7 

15 
5 
2 
2 
1 

14..      

15  

16  

2 
1 
2 
2 

17  

1 

18  

1 
2 

A 

3 

1 
2 

3 

10  

20  

2 

1 

1 

2 
1 

21  

2 

1 

1 

22  

. 

23  

18 
30 
25 
30 
40 
20 
0 

1 
1 
2 

2 

1 
3 
2 
3 
1 
2 
2 

1 
1 

1 
2 

24  

1 

1 

1 

1 
2 

2 

1 
1 
1 

25  

26  

1 

2 

27  

1 

28  

2 
2 

1 

1 
1 

2 
2 

29  

Total  

54 

54 

24 

132 

74 

42 

80 

52 

BROKEN  RAILS,  MARCH,  1912. 


1 

—  4 

1 

1 

1 

1 

2  

3 

10 

4 

4 

8 

1 

2 

2 

4  

0 

2 

1 

3 

1 

1 

2 

6  

0 

1 

1 

1 

1 

«  

0 

3 

2 

5 

3 

1 

2 

3 

7 

25 

1 

1 

1 

1 

8 

g 

10 

1 

1 

2- 

2 

1 

1 

10 

30 

1 

1 

1 

1 

11  

20 

2 

1 

3 

2 

1 

2 

12 

35 

1 

1 

1 

1 

18 

14 

15 

2 

2 

1 

1 

1 

16 

40 

2 

2 

2 

2 

16 

30 

1 

"""::: 

1 

1 

1 

17 

25 



1 

1 

1 

18 

35 

2 

I 

:::~:::: 

3 

2 

2 

1 

19 

20 

30 

1 

1 

1 

1 

21 

20 

1 

i 

2 

1 

1 

1 

22 

28 

10 

1 

2 

3 

3 

1 

2 

24 

20 

2 

2 

1 

1 

2 

25 

::::::.. 

26. 



27 

30 

1 

1 

1 



28 

40 

1 

i 

2 

2 

2 

29  

40 

3 

3 

2 

2 

1 

80 

20 

2 

2 

2 

2 

81 

40 

1 

1 

1 

Total  

27 

16 

5 

48 

23 

15 

26 
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APPENDIX  IX. 

niSC't'SSION   BY   WILLIAM  FORSYTII  OF  PAPER  BEFORE  AMERICAN   SOCIETY  FOR  TESTING 

MATERIALS. 

I  will  discuss  the  breakage  of  steel  rails  with  special  reference  to  the  impact 
due  to  heavy  wheel  loads  and  high  speeds.  The  paper  by  Mr.  Wille  gives  data 
relating  to  the  increase  in  the  weight  on  drivers  of  locomotives  and  shows  that 
it  has  increased  85  per  cent  in  the  past  10  years.  The  load  on  a  single  driving 
wheel  is  now  frequently  as  high  as  30,000  pounds,  and  the  centrifugal  effect  of 
the  counterbalance  in  unbalanced  engines  may  increase  this  static  load  by  one- 
third,  making  a  maximum  load  of  40,000  pounds  per  wheel  at  high  speed.  The 
ordinary  assumption  of  100  per  cent  addition  for  impact  due  to  live  load  is  not 
sufficient,  as  it  can  be  shown  mathematically  that  the  force  of  impact  increases 
as  the  square  of  the  velocity.  This  demonstration  with  special  reference  to 
the  stress  in  rails  will  be  found  in  a  paper  by  Mr.  Mattes  at  a  Scranton  meet- 
ing of  the  American  Association  of  Mining  Engineers. 

The  magnitude  of  the  stress  in  rails  with  a  static  wheel  load  of  40,000 
pounds  may  be  nine  times  as  great  at  75  miles  per  hour  as -at  25  miles  per 
hour,  and  light  rails  which  do  not  break  under  the  heaviest  locomotives  at  ordi- 
nary freight  speeds,  would  not  be  safe  on  level  roads  where  the  speed  of  pas- 
senger engines  is  high.  The  report  of  the  New  York  Railroad  Commission 
shows  a  large  number  of  broken  rails  for  the  winter  months  on  the  Lake 
Shore  and  New  York  Central  railroads,  and  it  is  on  these  lines  that  the  high- 
speed 18  and  20  hour  train  schedules  are  maintained  winter  and  summer. 

The  principal  cause  of  rail  breakage  on  these  lines  is  largely  due  to  heavy 
wheel  loads  acting  at  high  velocities.  Where  the  track  is  heaved  by  frost  and 
very  rigid,  as  it  must  be  in  zero  weather,  and  the  rail  is  not  in  perfect  surface, 
it  is  subject  to  the  severe  impact  above  described,  and  the  irregularity  in  sur- 
face may  be  sufficient  to  result  in  stresses  greater  than  the  resistance  of  100- 
pound  rails  made  of  good  steel.  My  suggestion,  therefore,  is  that  in  designing 
a  new  rail  section  for  modern  high-speed  locomotives,  the  ordinary  effect  of 
impact  as  assumed  by  bridge  engineers  does  not  take  account  of  the  real  effect 
of  high  velocities,  and  a  rail  section  should  be  used,  which  will  not  show  a  high 
unit  stress  when  subjected  to  the  impact  of  the  heavy  wheel  load  at  speeds 
of  80  or  90  miles  per  hour. 

Mr.  SAGUE,  of  New  York.  The  report  is  written  at  perhaps  too 
great  length,  but  we  felt  it  desirable  to  make  as  complete  a  presenta- 
tion of  the  subject  as  possible.  We  have  felt  it  our  duty  to  present 
to  the  convention  a  picture  of  the  rail  situation.  We  have  tried  to 
do  that,  not  only  in  our  own  language  but  by  quoting  pertinent 
language  which  we  have  found  in  the  various  publications  on  the 
subject  and  in  the  proceedings  of  various  societies  which  are  not 
readily  available. 

First,  regarding  the  subject  assigned  to  us,  the  president  in  his 
letter  to  the  committee  drafted  a  large  program  on  the  subjects 
of  rails  and  equipment.  We  would  hardly  know  where  to  stop  if 
we  followed  out  fully  the  suggestions,  and  the  report  would  be 
very  much  larger  than  it  is  now.  We  found  it  impossible  to  cover 
the  entire  matter  with  any  degree  of  thoroughness,  and  therefore 
felt  it  desirable  to  confine  ourselves  principally  to  rails. 
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We  would  like  to  be  understood,  however,  as  expressing  the  be- 
lief that  there  are  vital  questions  involved  in  the  subject  of  equip- 
ment which  are  only  secondary  to  that  of  rails,  and  it  would  be 
advisable  perhaps  at  some  suitable  time  to  go  into  these  questions 
at  length. 

For  instance,  the  subject  of  steel  cars  is  one  upon  which  the  com- 
mittee collected  considerable  data,  and  it  was  the  intention  to  issue 
a  supplementary  report.  Lack  of  time  has  made  that  impossible, 
so  that  all  I  can  say,  as  chairman  of  the  committee,  regarding  steel 
cars  is  to  express  some  of  the  thoughts  which  have  arisen  in  my 
individual  study  of  the  subject.  The  other  members  of  the  com- 
mittee will  suggest  such  questions  as  have  occurred  to  them. 

For  instance,  I  wrote  to  the  Pennsylvania  and  to  the  New  York 
Central  Railroads  asking  for  prices  and  weights  of  steel  cars  and 
of  wooden  cars  equipped  with  steel  underframes,  as  compared  with 
the  cost  and  weight  of  wooden  cars  of  similar  design.  I  found 
great  discrepancies  between  the  reports  of  the  two  companies.  The 
New  York  Central  advised  that  the  cost  and  weights  were  much 
increased;  the  Pennsylvania  indicated  that  for  certain  classes  of 
cars  the  weight  and  cost  were  not  materially  increased  by  the  use 
of  steel.  Other  elements  requiring  thorough  study  were  indicated 
by  our  preliminary  examination,  and  altogether  the  subject  proved 
to  be  an  extremely  complex  one  which  required  much  more  study 
than  this  committee  could  possibly  give  it.  All  that  I  can  do  at 
this  time,  therefore,  is  to  express  individually  my  hope  that  there 
will  be  no  important  legislation  on  the  subject  of  steel  cars  until 
much  more  and  thorough  study  has  been  given  to  it  than  has  yet 
been  the  case.  Serious  questions  are  involved  and  enormous  expense 
will  be  occasioned  if  legislation  is  passed  requiring  the  substitution 
of  steel  for  wooden  cars  in  advance  of  a  proper  period  of  replace- 
ment of  the  wooden  cars  now  in  use. 

Regarding  the  subject  of  rails  to  which  the  attention  of  the  com- 
mittee has  been  almost  entirely  devoted.  We  have  held  no  hearings 
as  a  committee,  but  as  the  subject  is  of  very  great  general  interest 
every  wish  has  been  indicated  by  various  authorities,  steel  makers, 
railroad  engineers,  and  others,  to  give  the  committee  all  the  help 
possible.  Many  experts  in  the  various  branches  of  this  subject 
have  been  consulted,  and  we  have  also  relied  largely  upon  the 
printed  reports  of  the  American  Railway  Engineering  Association 
and  of  other  bodies,  such  as  the  American  Institute  of  Mining  En- 
gineers and  the  American  Society  of  Civil  Engineers,  many 
whose  members  have  studied  the  rail  question  f6r  years  with 
thoroughness. 

One  of  your  committee  attended  the  International  Congress  for 
Testing  Materials  which  was  held  in  New  York  recently,  and  at 
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which  the  rail  question  was  discussed  in  several  papers.  The  In- 
diana commission  has  held  a  series  of  hearings  on  this  subject,  at 
which  eminent  men,  both  from  the  railroads  and  steel  companies, 
were  present.  All  of  the  members  of  your  committee  were  present 
at  one  or  more  of  these  hearings,  and  many  valuable  suggestions 
were  received. 

As  a  result  we  are  able  to  present  to  the  convention  a  series  of 
suggestions  on  this  rail  matter.  We  have  reached  but  few  definite 
conclusions.  AAre  think  it  would  be  out  of  place  to  attempt  to  an- 
nounce many  final  conclusions  on  such  an  important  matter  as  this 
after  the  limited  study  which  we  have  been  able  to  give  it.  AVe  have 
therefore  only  tried  to  answer  definitely  the  question  which  was  pro- 
pounded by  the  president,  and  that  is,  whether  any  legislation  should 
be  recommended  to  Congress  or  to  the  States  at  this  time  regarding 
the  rail  situation. 

As  to  the  details  of  the  report,  we  have  compared  the  present  rail 
failure  problem  to  some  extent  with  that  of  the  past.  AVe  find  the 
problem  is  a  continuous  one.  We  find  the  conflict  between  wheel 
weights,  speeds,  and  rails  has  been  one  the  railroad  engineers  have 
always  had  to  face.  They  started  with  the  strap  rail.  That  quickly 
failed,  and  the  railroad  proper  may  be  said  to  have  originated  with 
the  invention  of  the  iron  T  rail.  That  did  very  well  for  a  time,  but 
soon  the  high  cost  and  breakage  of  the  iron  rail  made  the  problem 
an  exceedingly  serious  one.  For  instance,  the  report  quotes  a  state- 
ment by  a  leading  railway  official  to  the  effect  that  on  one  division, 
TO  miles  in  length,  700  iron  rails  broke  in  the  month  of  March,  1886. 
There  were  no  conditions  in  recent  steel-rail  breakage  to  compare 
with  that  in  danger. 

The  situation  was  saved  by  the  invention  of  the  Bessemer  process, 
and  I  suppose  that  few  inventions  have  been  so  potent  in  their  effect 
for  the  good  of  humanity  as  that  of  Bessemer.  This  invention  seems 
to  have  solved  the  rail  problem  for  many  years. 

The  difficulty  with  the  Bessemer  process  is  that  it  does  not  elimi- 
nate the  most  dangerous  impurity  which  occurs  in  steel,  and  that 
element  is  phosphorus.  The  purest  Bessemer  ores  have  been  ex- 
hausted, and  the  result  has  been  that  railway  specifications  have 
gradually  increased  the  allowable  limit  of  phosphorus  from  O.OG  to 
0.10  per  cent,  an  increase  of  over  60  per  cent.  The  result  has  been 
that  while  weights  and  speeds  have  increased  the  rail  metal  has 
become  necessarily  poorer  through  the  exhaustion  of  the  pure  ores 
which  are  necessary  to  make  first-class  Bessemer  steel. 

Accompanying  this  increase  of  phosphorus  has  come  an  enormous 
increase  of  driving-wheel  weights  of  locomotives,  weights  of  freight 
cars,  and  weights  of  passenger  cars. 
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To  indicate  how  much  the  weights  of  locomotives  have  increased 
we  show  that  Mr.  Chanute,  the  chief  engineer  of  the  Erie,  years  ago 
reached  the  conclusion  that  the  allowable  weight  on  the  driving 
wheel  of  a  locomotive  should  be  12,000  pounds.  He  argued  that  the 
rail  could  not  be  increased  appreciably  in  width  and  that  the  surface 
lengthwise  was  limited  by  the  theoretical  line  of  contact  which  a 
round  wheel  makes  with  a  straight  surface,  and  that  the  area  of  con- 
tact therefore  could  not  be  substantially  increased.  From  this  he 
argued  that  12,000  pounds  weight  per  wheel  would  be  the  limit  which 
could  be  safely  permitted  on  the  rail  without  crushing  the  material. 

What  do  we  find  the  line  of  development  has  been?  Instead  of 
conforming  to  Mr.  Chanute's  suggestion,  on  the  very  road  of  which 
he  was  chief  engineer,  the  Erie,  a  few  years  later  we  find  driving- 
wheel  weights  of  20.000  pounds  per  wheel.  Now  driving-wheel 
weights  of  30,000  pounds  are  common,  and  on  some  of  the  railroads, 
the  Pennsylvania,  for  instance,  33,000  and  34,000  pounds.  Speeds 
have  also  increased  greatly.  A  few  years  ago  it  was  difficult  to  get 
more  than  60  miles  an  hour  out  of  a  locomotive;  now  80  and  90  miles 
an  hour  can  be  easily  obtained. 

The  result  of  these  three  conditions,  exhaustion  of  pure  Bessemer 
ores,  the  heavy  wheel  weights,  and  the  high  speeds,  have  made  the 
rail  problem  again  a  very  serious  one.  It  is  serious  in  this  country 
as  compared  with  other  countries,  because  we  are  the  only  country 
problem  again  a  very  serious  one.  It  is  serious  in  this  country  as 
compared  with  other  countries,  because  we  are  the  only  country 
which  has  the  combination  of  heavy  wheel  weights  and  high  speeds, 
while  all  countries,  I  suppose,  have  to  face  the  problem  of  the  ex- 
haustion of  Bessemer  ores. 

So  I  think  in  the  whole  discussion  we  must  consider  that  the  prob- 
lem is  necessarily  a  serious  one.  It  is  not  a  case  of  steel  makers 
having  intentionally  made  bad  steel,  or  the  railroads  intentionally 
having  made  the  conditions  more  severe  than  they  had  any  reason  to 
do.  It  is  a  necessity  for  the  railroad  people  to  move  freight  at  the 
cheapest  possible  rate  in  order  that  the  freight  in  some  sections  of  the 
country  may  move  at  all,  and  to  move  heavy  passenger  trains  on 
time.  It  has  been  the  wish  of  the  steel  makers  to  produce  a  rail 
which  will  be  hard  enough  to  withstand  the  strains  thus  imposed. 

We  have  summarized  the  principal  conclusions  of  the  report  on 
the  first  and  second  pages,  and  it  will  not  be  necessary  to  repeat 
them  all. 

We  find  that  the  statistics  of  accidents  caused  by  rail  failures  are 
incomplete  and  unsatisfactory.  They  do,  however,  indicate  that 
the  danger  from  broken-rail  accidents  is  not  as  serious  as  is  gener- 
ally supposed. 


PROCEEDINGS   OF   THE   CONVENTION.  329 

The  statistics  of  rail  failures  are  also  unsatisfactory.  The  best 
statistics  are  those  of  the  American  Railway  Engineering  Associa- 
tion, and  every  member  of  this  association  who  is  interested  in  the 
rail  problem  should  get  these  statistics,  which  are  readily  available, 
and  examine  them  thoroughly. 

We  find  a  great  many  small  roads  which  have  no  rail  problem. 
Speeds  are  slow,  wheel  weights  light,  and  trains  are  infrequent. 
The  result  is  that  we  find  in  New  York  State  23  railroads  which  in 
five  years  have  not  broken  a  single  rail.  The  Indiana  commission 
finds  that  in  2,000  miles  of  interurban  electric  railroad  there  was 
only  one  fracture  last  winter.  So  the  problem  of  rail  failures  is  con- 
fined to  the  lines  carrying  a  large  tonnage  of  heavy  traffic  and  carry- 
ing that  traffic  at  high  speed. 

We  find  that  there  are  three  main  types  of  rail  failures.  The  first 
is  the  head  failure,  which  pricipally  develops  into  what  is  called  the 
"  split  head."  This  results  in  the  breakage  of  a  piece  from  the  head 
of  the  rail  on  the  gauge  side,  and  of  course  requires  the  removal  of 
the  rail,  but  frequently  does  not  result  in  a  complete  fracture. 

The  second  is  the  broken  flange.  This  has  been  a  frequent  form 
of  breakage  on  some  of  the  roads,  especially  those  in  the  Northwest, 
and  quite  infrequent  on  some  other  roads,  such  as  the  Harriman  lines, 
which  report  very  few  breakages  of  this  kind. 

The  third  is  the  broken  rail  proper,  in  which  a  clear  separation  of 
the  parts  occurs.  This  may  start  from  a  split  head  or  a  broken 
flange,  but  frequently  the  break  is  a  clear  one  without  any  apparent 
defect  in  the  material. 

As  to  the  principal  causes  of  these  three  types  of  failure,  the 
committee  can  only  give  the  impression  which  has  been  formed  by 
its  study  of  the  subject.  The  conclusions  which  we  have  reached 
re  that  head  failures  are  principally  due  to  defective  material, 
lange  failures  are  due  to  transverse  weakness  in  the  flanges,  incident 
irgely  to  the  manner  in  which  the  rails  are  rolled,  and  this  weak- 

2ss  can  probably  never  be  cured  entirely. 

Broken-rail  responsibility  is  very  difficult  to  locate.  A  great  many 
)f  the  railway  people  think  it  is  principally  due  to  defective  mate- 
rial ;  a  great  many  of  the  millmen  honestly  think  it  due  principally 
to  the  severe  conditions  of  service.  Your  committe  has  reached 

le  conclusion  that  it  is  due  to  both  causes  and  that  the  exact  bal- 
mce  of  cause  can  not  be  determined. 

The  difficulty  of  reaching  just  conclusions  in  this  matter  is  inten- 

ied  by  the  conflicting  reports  which  are  received.  For  instance, 
jport  was  made  to  the  New  York  commission  from  a  road  whose 

mipment  and  track  were  notoriously  defective  that  most  of  their 

lil  breakages  were  due  to  defective  material.     Another  railroad 
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which  kept  very  careful  account  of  their  rail  breakages  and  analyzec 
Them  carefully  indicated  that  about  one-third  were  due   to  pooi 
material,  one-third  to  defective  equipment,  and  one-third  to  caus 
unknown. 

It  is  the  impression  of  your  committee  that  this  last  statement  is 
very  much  more  entitled  to  credence  than  the  first;  in  other  words, 
that  the  first  statement  is  unfair. 

Then  we  refer  to  the  most  dangerous  form  of  rail  failure,  which 
is  that  occasioned  by  the  development  of  transverse  fissures.  This  is 
the  form  of  failure  which  caused  the  terrible  accident  on  the  Lehigh 
Valley  at  Manchester,  in  the  State  of  New  York.  We  have  given 
much  study  to  that  failure,  because  of  its  importance  and  because  of 
the  fact  that  the  failure  occurred  with  a  rail  which  had  only  been 
in  service  about  10  months,  which  was  of  amply  heavy  section,  which 
occurred  on  a  track  which  was  first  class  as  far  as  we  could  find  out, 
and  which  was  equipped  with  and  protected  by  the  electric  track 
circuit.  The  rail  was  one  for  which  a  premium  had  been  paid  on 
account  of  the  extra  discard,  as  it  is  called.  Finally,  the  rail  was 
made  of  open-hearth  steel,  which  your  committee  considers  to  be 
superior  to  Bessemer. 

Notwithstanding  all  this,  the  rail  broke,  and  it  broke  in  such  a 
way  as  to  give  no  warning.  The  New  York  commission  investi- 
gated the  accident  carefully  and  had  the  aid  of  experts  in  such 
investigation.  The  Interstate  Commerce  Commission  inspectors  in- 
vestigated the  accident  and  had  the  help  of  Mr.  Howard,  of  the 
Bureau  of  Standards.  We  do  not  feel,  after  looking  over  the 
ground  carefully,  that  either  report  is  very  valuable  as  indicating 
the  fundamental  cause  of  this  breakage  or  as  indicating  the  way  in 
which  the  difficulty  can  be  cured. 

Mr.  Howard  advised  a  reduction  of  wheel  weights  and  a  reduc- 
tion in  the  hardness  of  steel  rails.  We  are  inclined  to  think,  after 
looking  over  the  subject  as  carefully  as  we  can,  that  the  grounds  upon 
which  he  made  this  recommendation  are  not  sufficient.  We  feel  that 
this  form  of  rail  failure  is  still  involved  in  doubt,  and  we  can  make 
no-suggestions  as  to  how  it  can  be  cured.  It  is  satisfactory  to  note, 
however,  that  this  particular  form  of  rail  failure  is  very  infrequent. 
It  is  practically  unknown  to  some  of  the  railway  engineers,  and  the 
principal  cases  which  have  been  reported  are  almost  entirely  from 
the  product  of  one  mill.  A  report  has  just  been  made  by  the  Ameri- 
can Railway  Engineering  Association  analyzing  breakages  of  this 
character  on  the  Pennsylvania  Lines  and  suggesting  that  the  break- 
age may  have  been  due  to  defects  in  the  manufacture,  and  that 
where  your  committee  has  to  leave  this  particular  form  of  breakage. 

Our  report  indicates  the  principal  causes  of  defective  material, 
starting  with  their  development  in  the  ingot.  Segregation  occurs 
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in  the  ingot,  due  to  the  fact  that  compounds  of  carbon,  phosphorus 
and  sulphur  cool  more  slowly  than  the  main  body  of  steel,  and  there- 
fore form  near  the  upper  part  of  the  ingot  what  may  be  called  a 
brittle  zone.  This  brittle  zone  is  probably  responsible  for  a  large 
number  of  the  rail  failures  which  have  occurred  from  defective  ma- 
terial made  by  the  Bessemer  process. 

Regarding  rail  failures  in  winter,  we  find  that  they  are  excessive 
as  compared  with  summer.  In  the  State  of  New  York  careful  counts 
have  been  kept  of  rail  failures  in  all  months  of  the  year.  We  find 
that  about  200  failures  per  month  occur  in  the  nine  months  which 
include  the  summer ;  in  the  remaining  three  months  the  rail  failures 
vary  from  364  to  895  per  month,  depending  principally  upon  the 
severity  of  the  winter. 

Defective  track  conditions  cause  many  rail  failures  due  to  bad  sur- 
face and  inadequate  drainage.  Defective  equipment  causes  many 
rail  failures,  especially  through  defective  wheels. 

Then  we  take  up  the  question  of  high-speed  schedules.  We  feel 
that  this  is  an  extremely  important  element  in  causing  rail  breakage. 
The  most  decisive  information  we  have  secured  on  this  subject  is 
the  comparison  of  rail  failures  between  the  freight  and  passenger 
tracks  on  the  Mohawk  and  Western  divisions  of  the  New  York 
Central.  These  tracks,  as  you  all  know,  run  parallel  to  each  other, 
the  two  freight  tracks  being  confined  principally  to  slow  freight  and 
the  two  passenger  tracks  to  fast  freight  and  passenger  trains.  The 
speed  on  the  passenger  tracks  is  probably  a  little  more  than  double 
that  on  the  freight  tracks.  The  freight  tracks  are  not  nearly  as 
well  maintained  as  the  passenger  tracks,  yet  we  find  that  the  rail 
breakages  on  the  freight  tracks  are  only  one-fifteenth  of  what  they 
are  on  the  passenger  tracks.  One  of  the  reasons  for  this  may  be 
that  many  rails  are  removed  from  the  passenger  tracks  after  a 
certain  amount  of  wear  is  found  and  placed  in  the  freight  tracks, 
and  some  of  the  bad  rails  may  therefore  have  been  weeded  out  in  the 
first  years  of  their  use.  It  seems  to  be  the  fact,  however,  that  rails 
which  have  shown  excessive  breakage  in  the  passenger  tracks  cease 
to  break  immediately  upon  being  placed  in  the  freight  tracks.  The 
indication  is  therefore  very  strong  that  high  speed  is  principally 
responsible  for  the  increased  breakage  shown  in  the  passenger  tracks. 

We  think  that  the  principal  reason  for  the  large  rail  breakage  of 
winter  as  compared  with  summer  is  what  may  be  called  the  "  anvil '"' 
effect.  The  roadbed  is  often  frozen,  and  the  elastic  roadbed  of 
summer  is  therefore  replaced  by  a  hard  and  unyielding  surface. 

We  summarize  the  causes  of  recent  rail  breakage :  First,  the  grad- 
ual exhaustion  of  pure  ores  suitable  for  the  Bessemer  process,  which 
las  made  it  necessary  to  permit  the  increase  in  the  proportion  of 
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phosphorus  in  the  Bessemer  rail  from  0.06  to  0.10  per  cent,  or  over 
60  per  cent.  Second,  the  rapid  increase  of  wheel  weights  and  speeds, 
brought  about  by  traffic  requirements,  which  have  resulted  in  more 
severe  conditions  of  service  than  have  ever  before  been  imposed  in 
railroad  history. 

As  to  methods  of  improvement,  we  think  that  the  following  are 
among  the  methods  which  will  probably  be  found  most  effective  in 
reducing  rail  breakage : 

(a)  Improved  maintenance  of  equipment,  especially  of  wheels, 
and  reduction  in  the  number  of  worn  and  flat  wheels;  improved 
balancing  of  locomotives;  improved  track  design  and  maintenance, 
including  effective  drainage,  ample  depth  of  ballast,  and  uniform 
tie  spacing. 

(6)  The  substitution  of  open  hearth  for  Bessemer  steel,  with  con- 
sequent reduction  of  phosphorus. 

(c)  Improved   methods-  of   manufacture,   especially    directed   to 
secure  sound  ingots,  sufficient  discard  to  remove  the  segregated  and 
defective  metal  at  the  top  of  the  ingot. 

(d)  Heavier  rails  and  improved  sections,  and  especially  sections 
with  heavier  bases. 

(e)  Rigid  specifications  and  careful  inspection  of  all  details  of 
manufacture. 

We  have  studied  with  a  great  deal  of  interest  the  effect  of  electric 
track  circuits  in  detecting  rail  breakages.  There  has  been  consid- 
erable doubt  on  this  subject.  Some  engineers  have  intimated  that 
the  electric  track  circuit  is  not  a  very  certain  means  of  detecting  rail 
breakage,  and  I  have  had  that  statement  made  to  me  by  experienced 
railroad  men.  The  best  information  which  we  could  obtain  on  this 
subject  was  from  an  analysis  of  the  rail  breakages  on  the  New  York 
Central  Lines.  Mr.  A.  T.  Hardin,  the  assistant  vice  president  of 
these  lines,  has  made  such  an  analysis,  which  is  given  in  full  in  this 
report.  It  was  found  that  there  were  388  rail  breakages  on  the 
Mohawk  division  in  January,  February,  and  March,  1912;  125  of 
these  breakages  occurred  where  no  track  circuit  was  installed;  263, 
however,  broke  where  the  track  was  protected  by  the  circuit;  and 
85  per  cent  of  these  broken  rails  were  discovered  through  the  signals 
being  held  at  danger  by  the  operation  of  the  circuit. 

I  would  like  to  say  a  little  more  on  the  subject  of  high  speeds.  A 
great  deal  has  been  said  recently  regarding  the  excessive  schedules 
of  certain  of  the  principal  trains,  the  Twentieth  Century  Limited, 
the  Pennsylvania  Special,  and  other  trains  of  like  character,  but 
we  feel  that  these  trains  are  not  necessarily  the  ones  which  cause  the 
damage;  they  may  play  their  part.  The  difficulty  is  that  all  fast 
trains  get  off  schedule  through  storms  or  unavoidable  delays,  and 
then  delay  everything  that  follows.  The  through  trains  delay  the 
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local  trains,  and  the  local  trains  delay  the  freight  trains.  There  is 
a  constant  anxiety  to  make  up  time.  The  result  is  that  the  local 
train  and  freight  train  may  make  excessive  speed  the  same  as  the 
flyer  may  make  it.  It  seems  to  us  that  the  principal  cure  for  the 
evil  is  slower  speed  schedules  in  winter.  We  have  had  considerable 
correspondence  with  railway  men  on  this  subject,  and  they  indicate 
to  us  that  the  public  demands  high  speed.  We  feel  that  this  body 
probably  represents  public  opinion  as  well  as  any  body  in  the  country 
on  a  question  of  this  kind,  and  I  think  that  we  would  be  willing  to 
unite  in  the  statement  that  the  public  does  not  demand  high  speed 
in  winter  in  view  of  the  serious  conditions  involving  safety  that 
such  high  speed  may  cause. 

In  regard  to  the  quality  of  steel,  before  we  leave  the  subject  en- 
tirely. We  have  spoken  about  the  exhaustion  of  pure  Bessemer  ores 
and  the  consequent  increase  in  phosphorus.  The  cure  for  that  is  the 
adoption  of  the  basic  open-hearth  process  of  steel  making.  By  that 
process  the  phosphorus  can  be  reduced.  The  result  is  that  open- 
hearth  specifications  for  rails  have  a  maximum  phosphorus  limit  of 
0.04  per  cent,  or  more  than  60  per  cent  less  than  the  corresponding 
specifications  for  Bessemer  rails.  We  think  that  in  this  reduction 
of  phosphorus  in  connection  with  the  greater  certainty  of  the  open- 
hearth  process,  which  is  indicated  in  various  publications  on  the 
subject,  will  be  found  the  principal  cure  for  rail  breakage. 

Considerable  has  been  said  by  various  authorities  as  to  the  neces- 
sity for  reducing  the  hardness  of  the  rail.  Your  committee  has  been 
in  communication  with  experienced  steel  makers,  who  urge  this 
demand  very  strongly.  Mr.  Farrell.  president  of  the  Steel  Corpora- 
tion, before  the  Stanley  committee  of  Congress  stated  very  posi- 
tively that  he  thought  the  rails  should  be  made  less  hard,  and  that 
the  railroads  would  therefore  have  to  face  greater  wear.  We  have 
not  been  able  to  find  very  much  reason  in  the  reports  of  rail  breakage 
to  justify  a  recommendation  from  this  committee  to  this  effect.  We 
feel  that  the  question  is  one  which  should  be  left  open  for  the 
present.  In  fact,  we  incline  to  the  belief  that  rails  of  present 
hardness,  if  well  made,  properly  supported  by  ties  and  roadbed,  and 
traversed  by  good  equipment,  are  none  too  hard,  and  we  think  it 
would  be  a  mistake  for  this  committee  to  make  any  recommendation 
for  the  use  of  a  softer  rail. 

Finally,  the  committee  proposes  answers  to  the  questions  indicated 
by  the  president,  as  follows: 

(a)  That  present  conditions  do  not  require  the  inspection  by  the 
Government  of  rails  and  equipment,  or  legislation  concerning  speci- 
fications or  inspection. 

(&)  The  most  effective  governmental  method  of  securing  con- 
tinued improvement  in  the  rail  situation  is  the  careful  and  thorough 
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investigation  of  all  important  accidents  which  may  be  caused  by 
rail  breakage.  In  this  connection  it  is  desirable  that  each  State 
commission  should  keep  informed  as  thoroughly  as  may  be  prac- 
ticable regarding  the  rail  failures  upon  the  lines  under  its  supervision. 

(<?)  The  Government  tests  of  rails  and  ingots,  which  were  begun  a 
few  years  ago,  should  be  continued,  and  special  study  should  be 
given  to  rail  steel  made  by  the  basic  open-hearth  process. 

The  PRESIDENT.  You  have  heard  the  presentation  of  this  report, 
gentlemen.  I  would  like  to  say  as  president  of  the  association  that  I 
am  particularly  grateful  to  the  committee,  particularly  the  chair- 
man, for  the  very  great  amount  of  work  which  has  been  done  upon 
this  special  report.  I  am  in  position  to  know  to  a  degree  how  much 
has  been  done,  and  I  feel  the  thanks  of  the  convention  are  due  to  Mr. 
Sague  of  New  York,  for  the  very  able  report  and  the  splendid  work 
he  has  done.  I  think  I  voice  the  sentiment  of  the  convention,  in  so 
speaking.  The  subject  is  open  for  such  disposition  as  you  may  desire. 

Mr.  WOOD,  of  Indiana.  I  desire  to  ask  the  indulgence  of  the  conven- 
tion for  the  purpose  of  calling  attention  to  a  few  facts  that  came  to 
my  observation  in  the  preparation  of  this  report,  and  it  will  take  me 
only  about  five  minutes  to  do  so. 

Before  the  investigation  was  made — before  the  president  brought 
up  the  question  of  investigating  this  matter — the  railroad  commis- 
sion of  Indiana  noticed  that  the  president  of  the  United  States  Steel 
Company  had  criticized  the  present  condition  of  rails  as  "danger- 
ous," and  that  the  chief  inspector  of  the  Interstate  Commerce  Com- 
mission had  said  there  would  probably  be  an  "  epidemic  of  accidents  " 
on  account  of  rail  conditions  unless  immediate  action  was  taken  to 
remedy  the  evils.  We  have  very  broad  powers  in  the  State  of  In- 
diana, and  if  we  find  that  the  rails  being  used  by  the  railroads,  of  a 
certain  manufacture,  are  defective  or  not  up  to  the  proper  standard 
we  have  the  power  to  order  the  carriers  to  purchase  their  rails  else- 
where; but  it  was  such  a  large  subject  that  we  were  very  much  im- 
pressed with  the  grave  importance  of  it,  and  we  went  to  the  governor 
of  the  State  and  said,"  We  will  have  to  engage  the  services  of  experts 
to  make  a  thorough  investigation  of  this  matter,  and  how  far  shall  we 
go?  "  And  Gov.  Marshall,  who  has  since  been  honored  by  election  to 
the  office  of  Vice  President  of  the  United  States,  said,  "  Go  ahead, 
and  I  will  see  you  through  with  it " ;  and  so  we  commenced  our  in- 
vestigation, and  I  want  to  suggest  that  nothing  that  the  railroad 
commission  of  Indiana  has  ever  done  has  so  convinced  us  of  the  use- 
fulness of  regulation  as  the  investigation  that  we  made  in  this  par- 
ticular matter  and  its  results. 

Now,  of  course,  we  expected  to  expend  a  large  amount  of  money 
in  order  to  get  the  services  of  the  proper  experts,  and  you  will  recall 
how  Mr.  Sague  has  treated  this  matter  and  has  made  himself,  to  a 
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large  extent,  an  expert  in  the  matter,  and  has  mastered  this  subject, 
and  so  it  is  with  Mr.  Elmquist.  In  view  of  the  various  duties  which 
I  have  in  connection  with  rate  matters,  I  did  not  have  the  time  to 
go  as  far  as  those  gentlemen,  but  the  very  first  thing  that  occurred 
in  our  investigation  was  that  the  president  of  the  American  Railroad 
Association  arranged  that  all  of  the  engineers  of  the  railroads  and 
the  manufacturers  should  place  themselves  absolutely  at  our  disposal 
in  this  investigation. 

The  report  of  the  railroad  commission  of  Indiana  for  the  year  1911, 
which  will  go  to  press  next  month,  will  contain  the  full  details  of  the 
investigation  that  we  have  made — all  the  papers  that  were  read 
before  us  and  all  the  testimony  which  was  taken.  We  had  Purdue 
University  to  help  us  in  the  matter  with  its  professors,  and  we  had 
recourse  to  all  the  authorities  on  the  subject,  and  in  that  way  we 
have  been  able  to  make  what  we  believe  to  be  a  very  complete  and 
exhaustive  report. 

There  has  been  undoubtedly  an  effort  for  years  to  improve  steel 
rails,  but  as  the  result  of  this  investigation  by  the  Indiana  commis- 
sion, and  when  the  subject  was  taken  up  more  elaborately  and 
broadly  by  this  National  Association  of  Railway  Commissioners,  then 
I  believe  the  very  best  efforts  were  made  by  both  manufacturers  and 
by  railroad  men  to  get  as  good  a  rail  as  possible.  One  result  is  that 
whereas  formerly  two-thirds  of  the  rails  used  upon  the  railroads  of 
this  country  were  made  by  the  Bessemer  process,  you  will  find  it  is 
the  reverse  now,  and  that  two-thirds  of  them  are  made  by  the  open- 
hearth  process. 

Now,  what  was  the  necessity  for  this  investigation?  Why,  on  one 
railroad  in  Indiana — and  I  am  almost  ashamed  to  state  it,  and  I  am 
not  going  to  give  the  name  of  the  railroad — we  found  that  for  many 
miles  on  every  single  curve  on  that  railroad  all  the  rails  were  worn 
down  until  they  were  almost  straight  up  and  down.  It  was  so  bad 
that  we  called  the  general  manager  of  that  railroad  before  the  com- 
mission, and  we  said,  "  You  must  put  those  rails  in  proper  condition 
at  once — in  the  next  30  or  40  days — and  in  the  meantime  you  must 
cut  your  speed  down  to  15  miles  an  hour  on  that  road."  The  result 
was  that  that  railroad  at  once  ordered  new  80-pound  rails  for  that 
work,  and  proceeded  to  put  the  road  into  good  shape;  so  you  will 
see  there  was  ample  necessity  for  an  investigation  into  this  matter. 

With  reference  to  the  matter  of  speed,  I  differ  a  little  with  the 
conclusion  announced  by  the  chairman  of  the  committee.  The  in- 
vestigations which  have  been  made  by  the  railroad  commission  of 
Indiana  have  shown  that  speed  is  responsible  for  a  great  many  acci- 
dents which  are  not  attributed  to  it.  I  could  cite  you  to  several 
instances,  but  it  would  take  too  long,  and  I  will  not  do  so;  but  30 
days  ago  we  asked  Mr.  Peck,  general  manager  of  the  Pennsylvania, 
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and  Mr.  Moon,  general  manager  of  the  New  York  Central  lines,  to 
come  before  our  commission  for  a  conference,  because  we  had  found, 
as  Mr.  Sague  has  suggested,  that  the  general  public  were  very  keenly 
aroused  owing  to  the  numerous  and  fatal  accidents  which  had  been 
occurring  with  alarming  frequency,  and  several  of  them  had  been  on 
those  fast  trains  between  New  York  and  Chicago,  and  those  fast 
trains  traverse  the  northern  part  of  our  State,  and  we  intended  to  say 
to  those  gentlemen,  "  Your  speed  is  entirely  too  fast.  If  you  will  re- 
duce your  speed  we  will  stand  between  you  and  the  public  and  take 
the  blame,"  but  one  of  them  informed  us  they  had  already  considered 
the  matter,  and  had  decided  upon  that  action,  and  on  the  24th  of 
November — next  Sunday — there  would  be  a  change  in  the  schedule, 
and  the  speed  of  those  trains  would  be  reduced  from  18  hours  to  20 
hours  between  New  York  and  Chicago.  Now,  we  believe  that  is  a 
good  thing,  and  is  a  movement  in  the  proper  direction,  because  you 
have  seen  it  from  the  report  and  from  our  observations  how  speed 
affects  the  rails,  and  how  it  affects  a  great  many  other  things  that  are 
elements  in  the  matter  of  safety  in  travel. 

Now,  going  back  again  to  the  main  question,  I  want  to  say  that  we 
had  the  cooperation  of  the  railroads  and  the  manufacturers  in  this 
matter.  The  railroad  commission  of  Indiana  not  only  conducted  these 
investigations  which  have  been  described,  but  we  also  went  to  the  steel 
mills  at  Gary,  Ind.,  and  we  were  given  every  opportunity  to  observe 
every  operation  in  the  process  of  manufacture  of  the  rails  from  the 
beginning  to  the  end,  and  they  carried  us  into  their  chemical  depart- 
ment— their  laboratory — and  showed  us  everything  that  was  done 
there,  and  I  think  we  are  in  position  to  say,  Mr.  Sague,  Mr.  Elm- 
quist,  and  I,  that  the  railroads  and  the  manufacturers  in  this  country 
are  doing  their  best  to  get  a  good  rail,  and  that  they  demonstrated 
there  was  no  necessity  for  the  railroad  commission  of  Indiana  to  at- 
tempt to  make  any  mandatory  order,  if  it  had  the  power,  nor  for  any- 
thing more  to  be  done  than  this  complete  report  which  has  been  made 
by  your  committee  and  this  action  on  the  part  of  the  National  Associ- 
ation of  Railway  Commissioners  in  convention.  It  seems  to  me  that 
it  must  be  gratifying  to  the  public  to  know  that  the  matter  has  now 
been  taken  up  in  this  way,  and  that  there  is  some  influential  body  like 
this  and  like  the  Interstate  Commerce  Commission,  and  like  the  other 
commissions  which  can  take  the  proposition  up  and  stand  between 
the  railroads  and  the  public,  if  they  fail  to  do  their  duty. 

Mr.  ELMQUIST.  I  move  that  the  report  be  received,  printed,  and 
placed  on  file. 

The  motion  was  carried. 

Mr.  BISHOP,  of  Massachusetts.  The  report  has  already  been  ac- 
cepted and  adopted,  but  I  did  desire  to  say  a  word  with  reference  to 
this  subject. 
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I  have  been  very  much  interested  in  this  report,  and  have  enjoyed 
the  discussion  upon  it,  but  there  is  one  cause  for  broken  rails  Avhich 
this  committee  did  not  mention,  so  far  as  I  have  been  able  to  observe. 

Now,  there  are  a  great  many  broken  rails  due  to  reckless  handling 
of  the  rails  from  the  time  they  leave  the  rolls  until  they  are  placed 
in  the  track  for  use.  I  had  the  pleasure  of  serving  as  a  section  fore- 
man for  3  years  and  as  roadmaster  for  22  years,  and  with  the  old 
iron  rails  you  could  drop  them  out  of  the  car  onto  the  roadway  and 
pound  them  with  a  16-pound  sledge  hammer  to  bring  them  into  line, 
and  it  would  not  have  any  effect  whatever  on  that  rail.  Now,  the 
trackmen,  being  educated  to  handle  rails  in  that  way,  began  the  same 
treatment  with  the  steel  rails,  and  we  found  a  great  many  broken 
rails  which  were  due  to  the  rough  usage,  the  reckless  manner  of 
handling  them  from  the  time  they  are  received  on  the  car  until  they 
are  placed  in  the  track.  I  had  a  system  of  reporting  rails  as  laid.  I 
kept  a  chart  of  the  road,  and  each  section  foreman  when  he  laid  a 
rail,  or  3  or  4  miles  of  rail,  would  make  a  report  showing  that  at 
such  and  such  a  milepost  or  such  and  such  a  telegraph  pole  there 
had  been  a  new  rail  laid,  or  4  or  5  miles  of  new  rail,  whichever  it 
was,  and  that  was  entered  on  the  chart.  Then,  if  a  rail  had  to  be 
changed  for  any  purpose,  they  would  make  another  report,  giving 
the  cause,  and  frequently  in  the  case  of  a  broken  rail  the  report 
would  say  "  Cause  of  breakage  unknown."  That  excited  my  curi- 
osity, and  I  then  began  to  go  to  the  scene  and  investigate  for  myself. 
I  found  that  in  many  cases  the  breakage  started  from  an  indentation 
on  the  rail,  sometimes  one-eighth  of  an  inch  in  depth  or  sometimes 
only  a  sixteenth  of  an  inch,  and  that  the  trackmen,  instead  of  press- 
ing that  rail  into  place  and  fitting  it  in  carefully  without  rough 
usage,  would  take  a  spiking  hammer  and  hit  the  rail  on  the  web  to 
get  it  into  place;  and  just  that  little  indentation  was  often  responsi- 
ble for  the  breakage  of  the  rail.  So  I  think  there  are  ether  reasons 
besides  this  question  referred  to  in  the  report  for  broken  rails.  I 
do  not  know  whether  it  is  necessary  for  that  to  be  considered  by 
the  committee  or  by  the  association,  but  I  know  from  personal  knowl- 
edge that  a  great  many  rails  are  broken  from  reckless  handling  as 
well  as  from  the  other  causes  which  have  been  mentioned  in  the 
report  of  the  committee. 

The  PRESIDENT.  The  Chair  will  state  at  this  time,  for  the  informa- 
tion of  the  meeting,  that  among  the  number  of  reports  yet  to  be  con- 
sidered there  is  one  on  shippers'  claims,  and  there  is  one  gentleman  in 
the  room  whom  I  think  we  will  be  very  glad  to  hear  from  upon  that 
subject,  but  whose  official  duties  require  that  he  be  absent  to-morrow. 
Therefore,  if  it  is  agreeable  to  the  convention,  I  was  going  to  ask  for 
the  presentation  of  that  report  at  this  time.  Unless  there  is  some 
objection  raised,  I  ask  Mr.  Glasgow  to  present  the  report,  if  he  is 
ready. 
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Mr.  DECKER,  of  New  York.  I  find  on  inquiry  that  the  report  of 
the  executive  committee,  through  oversight,  did  not  include  a  pro- 
vision for  the  continuance  of  the  rails  and  equipment  committee.  I 
therefore  move  that  a  committee  on  rails  and  equipment — a  special 
committee — be  appointed  for  the  ensuing  year. 

Mr.  FINN.  Consisting  of  seven. 

Mr.  DECKER.  Yes;  a  committee  of  seven. 

The  PRESIDENT.  It  is  moved  and  seconded  that  a  special  commit- 
tee, to  be  composed  of  seven  members  and  to  be  known  as  the  com- 
mittee on  rails  and  equipment,  shall  be  appointed  by  the  president 
for  the  ensuing  year. 

The  motion  was  carried. 

Mr.  GLASGOW,  of  Michigan.  Owing  to  the  great  distance  between 
the  members  of  the  committee,  it  was  impossible  to  have  any  meet- 
ing of  the  committee ;  but  several  interrogatories  which  will  be 
recited  in  this  report — which  has  one  good  quality  in  that  it  is  very 
short — were  submitted  in  full  to  the  several  members  of  the  com- 
mittee and  to  nearly  every  association  in  the  United  States.  A 
rough  draft  of  the  report  was  submitted  to  the  several  members  of 
the  committee,  and  then  the  finished  draft  of  the  report.  I  regret 
that  I  have  only  had  the  pleasure  since  coming  here  of  meeting  one 
member  of  this  committee,  and  I  regret  also  that  I  did  not  hear 
from  some  of  the  others  as  often  as  I  would  have  liked  to;  but 
I  assume,  in  signing  their  names  to  the  report,  that  they  would 
concur  in  it.  I  think  perhaps  for  the  reasons  set  forth  so  frankly 
by  Judge  Mills  that  those  who  live  in  a  State  which  is  either  blessed 
or  cursed  by  the  primary  selection  of  candidates  require  not  only  a 
few  months  previous  to  the  election  but  a  whole  year  previous  to  the 
election  to  go  through  those  forms  in  order  to  secure  the  results 
desired,  so  I  assume  that  is  one  reason  why  the  other  members  are 
not  here. 

(Mr.  Glasgow  thereupon  read  aloud  to  the  convention  the  report 
of  the  committee  on  shippers'  claims,  which  appears  in  full  below.) 

REPORT   OF  THE  COMMITTEE   ON  SHIPPERS'   CLAIMS. 

The  committee  on  shippers'  claims  beg  leave  to  submit  the  follow- 
ing report : 

We  desire,  however,  to  call  your  attention  to  the  fact  that  this 
subject  was  assigned  for  the  first  time  to  a  committee  which  was  to 
have  reported  at  our  last  annual  meeting,  but  for  some  good  reason, 
unknown  to  this  committee,  made  no  report.  It  is  therefore  evident 
that  this  is  a  first  treatment  of  this  important  subject  and  without 
the  assistance  of  previously  collected  information  as  a  basis. 

We  say  "  important  subject  "  from  the  fact  that  many  people 
measure  the  benefits  of  the  work  of  any  organization,  social,  politic* 
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fraternal,  financial,  or  may  we  add  religious,  by  what  they  may 
get  out  of  it;  that  is,  what  material  benefit  they  may  receive. 
Therefore  many  shippers  and  the  public  in  general,  as  well  as  indi- 
viduals, base  their  opinion  of  the  work  of  the  commission  in  their 
State  on  the  visible  results  obtained,  and  those  shippers  for  whom 
the  commission  can  secure  the  reduction  of  a  rate  or  the  payment  of 
a  claim  are  loud  in  their  praise  of  the  commission's  service. 

It  must  be  conceded  that  one  of  the  reasons  why  there  is  not  a 
better  feeling  between  the  public  and  carriers  is  the  failure  of  car- 
riers to  give  prompt  consideration  to  claims.  In  many  instances 
claimants'  letters  are  not  answered,  or,  if  answered  at  all,  after  so 
much  time  has  elapsed  that  the  claimant  becomes  disgusted  and 
receives  the  impression  that  the  delay  is  intentional  and  for  the 
express  purpose  of  discouraging  the  claimant  and  causing  him  to 
"  forget  it,"  unless  the  claim  is  of  sufficient  importance  and  size  to 
justify  the  expense  of  litigation.  In  years  past  the  freight  claim 
agent  of  a  carrier  was  valuable  just  to  the  extent  that  he  could 
avoid  the  payment  of  claims  by  his  company,  and  that  practice  was 
indulged  in  so  long  and  proved  of  such  benefit  to  carriers  that  it 
now  seems  difficult  to  break  away  from,  even  though  wrong  in  prac- 
tice and  principle,  and  these  conditions  were,  we  believe,  in  a 
measure  responsible  for  the  ill  feeling  that  grew  up  between  shippers 
and  carriers  and  which  later  resulted  in  a  public  demand  for  the 
supervision  of  carriers  by  some  regulative  body  under  State  control, 
and  this  compliance  with  the  expressed  desire  of  the  public  has 
proven  so  popular  that  the  powers  of  the  several  State  commissions 
are  being  wisely  enlarged  by  each  successive  legislature. 

There  is  every  evidence  to  show  that  carriers  fully  realize  such 
treatment  of  claims  was  a  mistake,  and  they  are  now  assuming  an 
entirely  different  attitude.  We  have  no  hesitancy  in  stating  that,  in 
our  judgment,  the  attention  the  several  commissions  who  have  the 
power  to  settle  claims  are  giving  that  phase  of  their  work,  and  the 
tender  of  the  services  of  other  commissions  not  so  empowered  has 
exercised  a  strong  influence  in  bringing  about  the  better  conditions. 
Tt  is  no  doubt  true  that  many  shippers  do  not  realize  the  definite  in- 
formation necessary  to  be  obtained  (especially  where  the  shipment  was 
handled  by  more  than  one  carrier)  in  order  to  determine  the  validity 

if  the  claim  and  the  carrier  responsible.  Therefore,  in  such  cases, 
their  freely  expressed  displeasure  at  delay  is  not  justified.  How- 
ever, when  the  loss  or  damage  occurs  on  the  initial  line,  we  believe 
carriers  should  not,  through  dilatory  handling  of  claims,  seek  to 

>rofit  thereby;  neither  should  any  unnecessary  delay  be  permitted 
t.o  interfere  with  their  final  disposition. 

The  railroads  claim,  and  with  good  reason,  that  much  of  the  delay 
complained  of  is  due  to  the  fact  that  claimants  do  not  properly  file 
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their  claims;  that  is,  do  not  furnish  the  original  bill  of  lading,  paid 
expense  bill,  and  a  general  statement  of  facts;  often  claim  to  have 
lost  or  destroyed  such  papers,  and  a  duplicate  has  to  be  obtained. 

To  the  end  that  your  committee  might  obtain  all  possible  informa- 
tion relative  to  this  subject,  we  submitted  a  series  of  questions  to 
•every  commission,  asking  that  prompt  reply  be  made  to  each,  also 
asking  for  suggestions.  We  received  replies  from  33.  In  few  in- 
stances, however,  were  all  the  questions  answered,  and  the  replies 
were  so  delayed  that  there  was  not  time  to  write  for  further  informa- 
tion before  preparing  this  report. 

We  would  not  have  this  understood  as  a  criticism,  but  rather  as 
an  excuse  for  our  inability  to  present  a  more  interesting  and  valuable 
report.  The  questions  submitted  were  as  follows: 

1.  Do  the  statutes  of  your  State  empower  you  to  settle  claims? 

2.  State  limit  of  time,  if  any,  for  presentation  of  same. 

3.  Where  two  or  more  carriers  are  involved,  which  do  you  proceed 
against  ? 

4.  Do  you  have  jurisdiction  over  all  claims  or  only  those  involving 
rates? 

5.  Is  settlement  made  by  correspondence  or  after  hearing? 

6.  What  evidence  do  you  require  claimant  to  file  ? 

7.  Do  you  have  difficulty  in  handling  a  claim  for  concealed  loss, 
and  how  do  you  treat  such? 

8.  What  proportion  of  claims  do  carriers  ask  permission  to  settle? 

9.  Do  carriers  resist  enforcement  of  your  order? 

10.  Have  you  the  power,  under  the  law,  to  enforce  compliance  with 
the  same? 

The  answers  received  disclose  the  following  facts : 

To  No.  1:  Eighteen  commissions  report  having  jurisdiction  over 
claims  and  15  report  having  no  jurisdiction. 

To  No.  2 :  One  commission  reports  a  limit  of  time  for  the  presenta- 
tion of  claims  as  4  months,  1  of  6  months,  3  of  12  months,  1  of  24 
months,  5  have  no  limit,  and  22  make  no  reply  to  the  question. 

To  No.  3:  Five  commissions  report  as  holding  delivering  carrier 
responsible,  2  report  as  holding  initial  carrier,  and  26  do  not  reply 
to  the  question. 

To  No.  4:  Seven  commissions  report  as  having  jurisdiction  over 
rates  only,  3  report  as  over  all  classes  of  claims,  1  over  claims  for  loss 
and  damage  only,  and  22  did  not  reply  to  the  question. 

To  No.  5:  Four  commissions  report  as  settling  claims  by  corre- 
spondence only;  3  by  hearings;  8  by  hearings  and  correspondence; 
and  18  did  not  reply  to  the  question. 

To  No.  6 :  One  commission  reports  as  requiring  statement  of  dam- 
ages, supported  by  affidavit;  2  as  requiring  expense  bills  only;  5  as 
requiring  expense  bills,  bills  of  lading,  and  affidavit;  7  as  requiring 
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expense  bill,  bill  of  lading,  and  testimony  of  witnesses;  and  IT  did 
not  reply  to  the  question. 

To  No.  7:  Two  commissions  report  having  authority  and  no  diffi- 
culty in  making  settlements ;  4  report  as  having  no  authority,  but  as 
being  reasonably  successful  in  making  settlements. 

NOTE. — Very  little  information  was  gained  regarding  the  settlement  of  claims 
regarding  concealed  loss,  few  having  had  such  claims  presented ;  one  stating 
that  they  always  held  the  initial  carrier;  another  that  they  had  found  against 
the  carrier  proven  responsible  for  the  damage  or  loss  sustained. 

To  No.  8:  One  commission  reports  40  per  cent;  1  reports  60  per 
cent;  1  reports  that  carriers  make  no  such  request;  and  30  did  not 
reply  to  the  question. 

To  No.  9 :  Eight  commissions  report  "  No  " ;  3  report  "  Yes  " ;  2 
report  "  Very  rarely  " ;  and  20  did  not  reply  to  the  question. 

To  No.  10 :  Six  commissions  report  "  Yes  " ;  5  report  "  No  " ;  2 
report  "  Yes,  with  power  to  impose  fine  in  case  of  neglect  or  refusal 
to  comply  with  the  order  " ;  and  20  did  not  reply  to  the  question. 

No  reply  received  included  any  suggestions  or  recited  any  experi- 
ences in  the  settlement  of  claims. 

It  is  the  judgment  of  your  committee  that  claims  naturally  fall 
into  two  divisions,  viz:  (a)  Overcharge  claims  and  (6)  loss  and 
damage  claims,  and  these  we  think  may  very  properly  be  subdivided 
as  follows: 

1.  Valid  and  reasonable  claims. 

2.  Invalid  and  unreasonable  claims. 

3.  Properly  filed  claims,  supported  by  documentary  evidence. 

4.  Improperly  filed  claims,  not  supported  by  documentary  evidence. 

Overcharge  claims  usually  represent  errors  in  classification,  rout- 
ing, or  application  of  tariff  rates,  and  naturally  fall  into  the  class  of 
valid  and  reasonable.  Errors  of  this  character,  being  matters  of 
record,  should  be  easily  determined  and  promptly  adjusted,  thereby 
retaining  for  the  carrier  an  old  or  gaining  a  new  customer.  Such 
jrrors  are  often  due  to  an  incomplete  tariff  file  at  the  local  station. 

Loss  and  damage  claims  arise  from  a  multitude  of  causes,  and  may 
easily  include  the  valid  or  invalid  and,  very  often,  the  properly  and 
improperly  filed.  Claims  under  this  head  may  result  from  improper 
crating,  packing,  or  marking  by  the  consignor,  or  through  accident 
transportation  or  rough  and  careless  handling  by  carriers'  em- 
)loyees.  Many  times  where  partial  loss  is  sustained,  total  loss  is 
claimed,  or  where  the  damage  is  clearly  chargeable  to  the  shipper  or 
consignee,  an  attempt  is  made  to  place  the  blame  upon  the  carrier.  A 
careful  investigation  reveals  this  fact  and  the  claim  is  very  properly 
held  for  correction  or  positively  declined.  However,  in  other  cases, 
there  seems  to  be  a  tendency  on  the  part  of  some  carriers  to  indulge  in 
unnecessary  red  tape  before  making  decision.  We  believe  for  the 
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benefit  of  both  shipper  and  carrier  the  prompt  determination  of  the 
question  of  liability  and  the  refusal  to  entertain  the  claim  with  full  ex- 
planation to  the  claimant,  or  its  equally  prompt  adjustment,  is  a 
matter  that  should  receive  the  most  serious  consideration. 

It  is  the  judgment  of  your  committee  that,  wherever  possible,  the 
correspondence  in  relation  to  claims  should  be  between  the  claim 
department  and  the  claimant  direct,  and  not  through  the  local  agent, 
who  is  often  as  dilatory  in  attending  to  claim  papers  as  in  the  filing 
of  tariffs,  and  who  may  not  see  the  claimant  once  a  week,  and  thereby 
contributes  largely  to  the  delay  which  causes  ill  feeling  on  the  part 
of  the  shipper  or  consignee.  A  letter  direct  to  the  claimant,  advis- 
ing what  evidence  he  should  furnish  in  the  form  of  bills  of  lading, 
freight  bills,  etc.,  would  bring  a  quick  response,  or  would  leave  the 
cause  of  the  delay  with  him,  and,  if  such  letter  was  tactfully  written, 
would  do  much  to  keep  the  claimant's  mind  in  a  proper  condition. 

It  is  not  an  uncommon  thing  for  the  commission  to  receive  letters 
from  shippers  stating  that  their  letters  to  the  carriers  relative  to  a 
claim  have  brought  no  response  whatever.  It  may  be  claimed  that 
his  letter  was  not  addressed  to  the  proper  officer  of  the  carrier. 
This  in  no  sense  relieves  the  carrier,  for  the  party  receiving  such  letter 
well  knows  where  it  belongs  and  should  see  that  it  reaches  the  proper 
officer  promptly. 

Your  committee  believes  that  proper  crating,  packing,  and  marking 
of  1.  c.  1.  shipments  and  the  loading  of  c.  1.  shipment  by  consignors 
is  a  matter  of  education,  as  is  also  the  proper  methods  of  filing 
claims,  and  we  believe  the  several  commissions  should  assist  carriers 
as  far  as  possible  in  properly  disseminating  this  information  by  in- 
corporating in  their  annual  report,  or  by  issuing  in  circular  form 
the  freight-claim  association  circular,  published  in  1911,  relative  to 
crating,  packing,  and  marking  shipments  and  the  proper  manner 
of  presenting  claims. 

The  local  agent  should  realize  that  he  fixes,  in  a  measure,  the 
liability  of  the  carrier  when  he  accepts  and  receipts  for  1.  c.  1. 
shipments  not  properly  prepared  or  marked,  and  it  should  be  his 
duty,  or  that  of  his  helper  or  foreman,  to  call  the  shipper's  attention 
to  such  improper  preparation  or  marking,  and  have  same  corrected 
before  loading ;  especially  should  this  be  done  in  the  smaller  cities  and 
villages,  where  there  are  so  many  single  or  occasional  shipments 
offered  by  different  persons,  and  where  the  work  of  packing,  crating, 
etc.,  is  not  done  by  experienced  men.  It  appears  to  the  committee 
that  to  eliminate  the  cause  for  presenting  claims  is  more  important 
than  their  treatment  after  presentation.  The  transportation  of  house- 
hold goods  seems  to  invite  trouble.  Car-lot  shipments  not  properly 
loaded  and  1.  c.  1.  shipments  carelessly  packed  or  carelessly  handled 
by  carriers'  employees  seem  to  furnish  some  of  the  most  difficult 
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claims  to  settle,  the  shipper  naturally  placing  a  greater  value  on  the 
goods,  though  in  many  instances  well  worn,  than  does  the  unsym- 
pathetic and  practical  adjuster.  In  most  cases  such  shipments  go 
forward  at  a  special  or  reduced  rate  under  a  "  rubber-stamp  "  agree- 
ment, whereby  the  shipper  is  presumed  to  understand  that  he  has 
released  the  carrier  beyond  a  given  amount,  but  which  he  never 
admits  in  the  presentation  of  a  claim  for  loss  or  damage.  It  is  the 
opinion  of  your  committee^  however,  that  such  an  attempt  to  either 
favor  the  shipper  or  relieve  the  carrier  is  poor  practice,  as  it  must 
be  conceded  that  the  mere  placing  of  a  "  rubber-stamp  "  agreement 
across  the  face  of  a  bill  of  lading,  often  without  explanation,  is 
not  such  a  contract  as  expresses  an  understanding  between  the  parties 
.that  enables  an  amicable  settlement  for  loss  or  damage  to  be  made, 
based  on  the  particular  terms  or  conditions  therein  stated. 

We  believe  the  carrier  should  be  allowed  to  charge  such  rate,  not 
excessive  but  reasonable,  as  will  enable  it  to  insure  safe  delivery,  or 
the  prompt  payment  for  all  just  and  properly  supported  claims  for 
loss  or  damage.  Then,  if  the  shipper  complains  of  the  rate,  that  he 
be  advised  of  the  lesser  rate  he  may  obtain  by  releasing  the  carrier  to 
a  certain  amount,  and  this  release  be  a  printed  form,  which  he  must 
sign  in  duplicate,  and  not  attempt  to  effect  the  result  through  the 
hasty  and  careless  use  of  a  rubber  stamp,  which,  it  must  be  admitted, 
will  not  relieve  the  carrier  from  its  common-law  liability  to  the 
shipper  who  "  knows  "  and  cause  a  possible  loss  to  the  shipper  who 
"does  not  know." 

In  this  era  of  unparalleled  demand  for  prompt  service,  requiring 
the  employment  of  the  most  improved  method  of  rapid  transit,  multi- 
plied shipments,  and  increased  volume  naturally  requires  hasty  action, 
which,  in  turn,  means  added  waste  with  errors  and  accidents,  and 
these  are  sure  to  result  in  claims.  We  believe,  therefore,  it  should 
be  the  duty  of  the  several  commissions  to  so  study  this  question  as 
to  enable  them  to  render  the  very  best  service  in  conserving  the  in- 
terests of  both  carriers  and  shippers.  To  this  end  we  believe  every 
commission  should  see  to  it  that  the  legislature  of  its  State  is  earnestly 
urged  to  so  increase  the  power  of  the  commission  as  to  give  to  it  com- 
plete jurisdiction  over  making  rules  and  prescribing  penalties  for 
delay  in  the  settlement  of  disputed  claims,  and  by  this  means  often 
save  the  shipping  public  useless  and  expensive  litigation. 

Respectfully  submitted. 

C.  L.  GLASGOW,  Chairman, 

GEORGE  HILLYER, 
JOHN  A.  KNOTT, 
AREND  P.  ANDERSON, 
RICHARD  T.  HIGGINS, 
W.  H.  SIMMONS, 
O.  P.  N.  ANDERSON. 
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Mr.  GLASGOW,  of  Michigan.  You  will  recognize  the  fact  that  as  a 
first  or  initial  treatment  of  this  subject  we  have  gone  into  it  very 
little,  not  attempting  to  say  all  that  might  be  said  about  it,  and,  as 
was  suggested  by  our  president,  the  proposition  of  weights,  etc., 
might  properly  come  under  the  consideration  of  this  committee.  I 
move  that  the  report  as  presented  be  received  and  printed. 

A  VOICE.  Have  any  of  the  commissions  the  power  to  adjust  loss 
and  damage  claims? 

Mr.  GLASGOW,  of  Michigan.  The  Michigan  commission  have  as- 
sumed that  power  with  very  good  success. 

The  VOICE.  Could  you  render  any  judgment  in  such  a  matter  ( 

Mr.  GLASGOW,  of  Michigan.  Well,  perhaps  not  a  judgment  in  the 
sense  that  a  court  could  render  a  judgment,  but  we  have  found  that 
our  decisions  in  these  matters  have  usually  been  accepted. 

Mr.  MCKNIGHT,  of  Arkansas.  I  have  been  somewhat  in  doubt 
about  our  powers  along  that  line.  The  statute  that  creates  the  rail- 
road commission  says  that  it  shall  enforce  all  rules  pertaining  to 
railroads,  and  when  we  take  our  oath  of  office  we  must  attach  to  it 
the  regular  oath  taken  by  other  State  officers — that  is,  outside  of  our 
regular  oath  of  office — making  oath  that  we  will  endeavor  to  carry 
out  or  to  see  executed  all  the  laws  pertaining  to  railroads  in  the  State. 

These  laws  pertaining  to  claims  are  all  laws  pertaining  to  rail- 
roads, but  our  commission  is  absolutely  divided  on  the  question. 
I  am  the  only  member  of  that  commission  who  undertakes  to  rule 
on  these  claims.  I  have  succeeded  in  collecting  several  of  them  this 
year.  The  statute  is  not  clear  to  me,  but  they  have  abided  by  my 
rulings.  I  go  for  those  fellows  and  they  get  it  done  some  way.  < 

This  question  of  bills  of  lading  is  another  point.  Whenever  a 
railroad  company  issues  a  bill  of  lading  they  make  a  copy  of  that 
bill  of  lading,  and  in  the  case  of  the  expense  bill  they  also  make  a 
copy  of  that.  Then,  why  should  they  require  the  shippers  to  fur- 
nish them  their  copy  of  the  bill  of  lading  and  their  expense  bill 
before  they  will  consider  their  claim?  We  have -cases  of  this  kind 
where  we  furnish  them  with  our  bill  of  lading  and  with  our  ex- 
pense bill,  and  the  matter  is  then  delayed  indefinitely.  I  have  a 
case  now  where  a  claim  has  been  in  the  hands  of  a  railroad  com- 
pany for  eight  months  and  nothing  whatever  has  been  done  about 
it.  Why  should  we  give  them  our  evidence?  If  you  go  into  a 
contract  and  have  it  drawn  up  in  duplicate,  and  the  other  man  gives 
you  your  copy  of  that  contract,  then  when  he  wants  to  go  into  court 
and  bring  a  suit  on  that  contract,  and  he  comes  and  asks  you  to  let 
him  have  your  copy  of  the  contract,  do  you  furnish  it  to  him  ?  Why, 
no.  And  I  see  no  reason  why  a  shipper  should  be  asked  to  furnish 
his  copy  of  the  bill  of  lading  and  his  copy  of  the  expense  bill  to  the 
railroad  when  he  makes  a  claim,  because  they  have  a  copy  of  it 


PROCEEDINGS   OF   THE   CONVENTION. 

themselves,  and  that  is  your  only  evidence,  and  when  they  get  that 
evidence  out  of  your  hands  and  throw  it  away,  or  mislay  it,  you  have 
but  very  little  evidence  to  go  into  court  on.  We  have  one  case  pend- 
ing before  the  Interstate  Commerce  Commission  where  the  bill  of 
lading  was  taken  up  and  handed  to  the  local  agent,  and  we  never 
could  get  our  hands  on  it  again,  and  never  have.  And  there  we  are, 
without  the  proper  and  necessary  documents  to  prove  our  claim. 
Now,  this  question  of  furnishing  bills  of  lading.  I  say  that  there 
is  no  reason  why  we  should  be  compelled  to  do  that  in  order  to  pre- 
sent a  claim,  because  they  have  copies  of  these  things  themselves. 

Mr.  FINN,  of  Kentucky.  The  statement  of  the  gentleman  that  he  is 
required  to  take  an  oath  to  see  that  the  laws  of  his  State  relating  to- 
railroad  corporations  are  properly  executed  reminds  me  of  the  oath 
that  was  given  upon  one  occasion  to  three  young  applicants  for  ad- 
mission to  the  bar.  The  law  at.  that  time  in  Kentucky  required  the 
circuit  judge  to  appoint  an  examiner  to  inquire  into  the  qualifications 
of  applicants  for  membership  to  the  bar.  Three  young  men  who  had 
been  studying  law  applied  for  license,  and  an  old  gentleman  by  the 
name  of  old  man  Charlie  Milliken  was  appointed  as  the  examiner. 
The  three  young  men  sat  in  front  of  him,  and  in  a  very  serious  man- 
ner he  ascertained  from  them  their  desire  to  be  examined  as  to  their 
qualifications  to  practice  law.  Then  assuming  a  very  grave  manner 
he  said  to  the  young  men,  "  Hold  up  your  right  hands  and  be  sworn.'r 
Whereupon  he  held  up  his  hand  and  administered  the  following 
oath :  "  Do  you  and  each  of  you  solemnly  swear  that  upon  this  occa- 
sion you  will  make  true  and  perfect  answers  to  all  of  the  questions 
that  may  be  asked  you  ?  "  [Laughter.] 

Mr.  GOTHLJN,  of  Ohio.  With  reference  to  this  matter  of  claims,  in 
the  State  of  Ohio  we  have  a  statute  which  provides  that  if  a  patron 
submits  to  a  carrier  a  claim  for  loss  or  damage  and  the  claim  is  not 
adjusted  within  60  days,  he  may  bring  complaint  before  the  public 
service  commission,  supporting  it  by  the  documents,  if  he  has  re- 
ceived them  back  from  the  railroad  company,  and  if  not,  he  can  make 
copies  of  them  and  support  his  statements  by  affidavit,  whereupon  it 
becomes  the  duty  of  the  commission  to  advise  the  carrier  against 
whom  the  claim  is  made,  and  the  carrier  may  submit  counter  state- 
ments and  counter  affidavits,  and  after  that  answer  of  the  counter 
statements  and  the  counter  affidavits  has  been  received  the  commis- 
sion makes  a  finding.  That  finding,  if  it  be  in  favor  of  the  claimant, 
is  certified  to  the  clerk  of  the  court  in  the  county  in  which  the  claim- 
ant resides  or  any  county  in  which  the  defendant  carrier  has  an  office, 
and  if  within  60  days  no  appeal  has  been  taken  by  the  railroad  it  has 
the  effect  of  a  judgment — becomes  a  judgment.  We  have  had  occa- 
sion to  settle  quite  a  number  of  claims,  and  so  far  that  procedure  has 
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not  been  disputed.  In  no  case  as  yet  have  the  carriers  undertaken  to 
enter  an  appeal. 

The  particular  value  of  that  proceeding  is  that  it  avoids  the 
necessity  of  a  hearing,  of  the  appearance  by  the  complainant,  or  the 
bringing  of  witness  or  anything  of  that  nature,  and  so  far  as  the 
handling  of  claims  is  concerned,  you  can  usually  determine,  if  it  be 
a  simple  overcharge  claim,  it  is  a  very  easy  matter  to  determine  it 
from  the  tariffs,  bills  of  lading,  and  expense  bills.  If  it  be  a  loss 
and  damage  claim,  you  depend  upon  the  documents  submitted, 
together  with  the  additional  statements  made  by  the  parties.  We 
have  found  that  to  be  a  rather  expeditious  method  and  inexpensive 
to  the  claimants. 

Mr.  STURGIS,  of  the  Association  of  American  Accounting  Officers. 
I  would  like  to  say  a  word  to  the  gentleman — the  commissioner  from 
Arkansas — if  I  may. 

I  am  not  a  lawyer,  and  can  only  tell  you  what  our  general  under- 
standing on  the  railroad  is  with  regard  to  requiring  the  bill  of  lading 
and  the  original  freight  bill  or  expense  bill  to  be  surrendered.  It  is 
the  proof  of  ownership.  It  is  the  proof  of  the  claimant  that  he  is 
the  man  who  is  properly  entitled  to  present  the  claim.  You  under- 
stand that  sometimes  a  claim  comes  from  the  consignor  and  some- 
times from  the  consignee.  Now,  we  do  not  know  what  the  arrange- 
ment between  those  two  is;  whether  the  goods  are  sold  delivered  or 
not,  and  therefore  the  surrender  of  the  original  expense1  bill  shows 
that  the  party  surrendering  it  is  the  proper  and  rightful  claimant. 
That  is  my  understanding  of  the  reason  for  it. 

This  report  seems  to  me  a  very  excellent  one,  and  touches  on  a 
great  many  points  that  wre  have  to  wrestle  with  from  the  railroad 
standpoint,  as  well  as  the  public,  and  as  to  the  rights  of  claimants. 
There  is  no  doubt  some  of  the  abuses  are  getting  to  be  past  his- 
tory. The  situation  has  changed  very  considerably.  The  railroads 
have,  especially  since  1906,  improved  their  claim  handling  very  ma- 
terially. There  are  some  things  complained  of  here,  such  as  the 
failure  to  answer  letters  and  the  failure  to  forward  letters  to  the 
proper  parties,  which  are  absolutely  inexcusable,  and  I  do  not  believe 
that  the  responsible  officers  of  the  roads  would  indorse  them  for  a 
minute,  but  where  it  is  a  case  of  employing  thousands  of  men — and  a 
hundred  men  on  some  roads  alone — handling  claims,  we  do  find 
that  they  are  not  all  properly  handled.  We  find  that  some  men,  when 
they  have  a  difficult  claim  to  handle,  will  toss  it  to  one  side  and  take 
up  an  easier  one  on  top  of  the  pile.  But  we  are  fighting  against  that 
proposition  all  the  time  and  are  succeeding  in  materially  improving 
those  conditions. 

As  a  rule  the  roads  in  the  Central  West,  perhaps  on  account  of 
their  prosperity,  are  glad  to  pay  every  claim  they  can  pay  properly, 


PROCEEDINGS   OF   THE   CONVENTION.  347 

and  the  quicker  they  pay  them  the  better.  We  recognize  that  there 
arc  no  better  solicitors  than  promptly  paid  claims.  Just  before  I 
left  home  I  picked  up  some  letters,  and  here  is  one  from  the  Grand 
Kapids  Furniture  Association  (Ltd.)  and  another  from  the  Georgia 
Industrial  Association — circular  letters  sent  by  the  members  of  those 
associations  indorsing  and  complimenting  the  roads  upon  the  prompt 
payment  of  claims — so  it  shows  that  the  complaints  are  not  universal 
against  the  railroads  and  that  the  improvement  has  been  recognized. 

I  want  to  suggest  one  source  or  cause  of  complaint  and  one  reason 
why  the  public  perhaps  is  a  little  prone  to  regard  the  railroads  as 
unfair  in  handling  claims.  There  are  a  good  many  so-called  traffic 
associations — some  good  and  some  bad.  We  know  that  most  of  the 
large  shippers  of  the  country  employ  traffic  managers.  We  know  that 
a  great  many  small  shippers  can  not  afford  to  employ  a  traffic  man- 
ager, and  therefore  these  so-called  traffic  associations  go  out  and 
solicit  the  chance  to  play  the  part  of  traffic  manager  to  these  various 
small  shippers.  Now,  where  those  traffic  associations  are  strictly 
honest  and  straight  and  fair  they  serve  an  excellent  purpose,  but 
there  are  a  great  many  of  them  which  are  working  on  a  commission 
varying  from  20  to  50  per  cent,  and  we  know  from  continual  expe- 
rience that  they  are  constantly  going  to  these  small  shippers  and 
saying  to  them  that  the  railroads  will  not  settle  their  claims  unless 
they  handle  them  through  a  party  of  experts  like  themselves,  and  by 
soliciting  trade  in  that  way  they  often  get  as  high  as  50  per  cent  of 
the  settlement.  That  stirs  up  a  feeling  which  is  unjustifiable.  In 
the  main,  however,  I  do  think  that  the  fault  lies  with  the  rail- 
roads, and  it  is  being  corrected. 

Now,  as  a  remedy  for  these  evils,  I  would  like  to  say  a  few  words 
with  reference  to  the  more  substantial  and  proper  packing  of  freight. 
I  was  very  glad  to  hear  what  Judge  Clements  said  on  that  subject 
yesterday,  and  you  may  remember  that  Mr.  Thorne  said  yesterday 
that  in  the  exceptions  he  took  to  the  changes  in  the  classification  he 
did  not  in  a  single  case  refer  to  the  changes  which  had  been  made  in 
order  to  secure  proper  packing.  But  the  very  best  solution,  I  be- 
lieve, is  that  the  railroad  commissioners  of  the  different  States,  where 
(hey  have  a  complaint  brought  before  them,  should  endeavor  to  bring 
the  shippers  and  the  railroad  claim  men  together.  I  have  seen  that 
done  in  Wisconsin.  The  weights  are  apt  to  cause  a  good  deal  of  mis- 
understanding between  the  shippers  and  the  railroads,  and  when 
Mr.  Commissioner  Meyer  was  a  member  of  the  Wisconsin  commis- 
sion he  got  the  claim  men  and  the  lumber  men  of  Wisconsin  together, 
and  they  came  in  with  blood  in  their  eyes,  but  they  all  went  away 
with  a  much  better  understanding.  There  has  been  much  im- 
provement in  that  regard.  Commissioner  Staples  has  found,  I 
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know  from  what  he  has  said,  that  the  commission  having  charge  oi 
the  weights  in  that  State  has  done  a  great  deal  to  do  away  with  the 
misunderstanding  and  confusion  and  dissatisfaction  in  the  handling 
of  claims.  Now,  I  trust  that  the  commissioners  will,  rather  than 
directing  their  effort  to  limiting  the  time,  address  themselves  to 
un  effort  to  do  away  with  the  causes  of  misunderstanding  in  the 
matter  of  handling  claims.  With  regard  to  the  time  limit,  that  is  all 
very  well  if  a  road  is  not  trying  to  pay  its  claims,  and  they  should 
be  punished,  but  there  are  some  claims  which  take  a  long  time  to 
handle.  If  it  is  a  straight  case  of  overcharge  it  should  be  paid  right 
off,  within  three  or  four  days  or  a  week,  but  in  the  case  particularly 
of  household  goods  they  are  difficult  to  handle.  They  travel  often 
from  one  classification  territory  to  another  classification  territory, 
and  the  agent  at  a  small  station  from  which  they  start  does  not  know 
all  of  the  rules,  and  it  often  takes  a  long  time — and  by  a  long  time  I 
mean  three  or  four  weeks  or  a  month — but  I  think  the  railroads 
should,  and  the  great  majority  of  them  do,  make  an  effort  to  handle 
(hem  as  expeditiously  as  possible. 

Mr.  DUNN,  of  Florida.  I  would  like  to  ask  the  gentleman  this 
question,  if  he  has  no  objection.  I  would  like  to  ask  him  whether 
or  not  he  thinks  that  the  shipper  or  the  claimant  ought  to  be  put  to 
the  necessity  of  making  a  claim  for  an  overcharge? 

Mr.  STURGIS,  of  the  Association  of  American  Accounting  Officers. 
If  an  overcharge  is  discovered  by  a  railroad  in  going  over  the  way- 
bills, the  shipper  should  be  immediately  notified,  and  that  is  the 
practice  of  certain  roads  which  I  represent,  and  the  roads  in  the 
Middle  West  notify  the  agent  at  the  point  where  the  shipment  origi- 
nated to  make  a  refund.  Of  course  he  must  require  that  the  original 
freight  bill  come  back  to  the  railroad,  so  that  a  new  and  corrected 
one  may  be  issued.  If  the  shipper  has  sent  that  freight  bill  to  the 
consignor  and  charged  the  freight  to  him,  then  of  course  the  refund 
has  to  be  to  the  consignor,  and  not  to  the  man  who  received  the  goods ; 
but  we  endeavor  in  every  case  to  locate  the  man  to  whom  it  justly 
belongs  and  to  make  the  refund. 

Mr.  MCKNIGHT,  of  Arkansas.  I  would  like  to  ask  the  gentleman  a 
question.     After  these  documents  have  been  furnished  and  the  claim 
has  been  denied,  the  papers  should  come  back  to  the  claimant,  shoulc 
they  not? 

Mr.  STURGIS,  of  the  Association  of  American  Accounting  Officers. 
I  believe  that  is  thoroughly  so.  I  do  not  know  the  particular  case 
you  refer  to,  but  under  ordinary  circumstances  they  certainly  belong 
to  the  claimant. 

Mr.  MCKNIGHT,  of  Arkansas.  Well,  it  was  just  a  small  shipment 
from  an  Indiana  point  down  into  our  State.    Now,  there  is  anothe 
question  about  these  claims :  Where  do  you  think  these  claims  shoulc 
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be  settled  ?  For  instance,  if  a  local  shipment  -takes  place  for  10  miles 
out  of  one  of  our  jobbing  houses  to  a  market  10  miles  down  in  my 
State,  and  if  there  is  a  loss  of  the  entire  package,  should  that  claim 
be  settled  in  Arkansas,  or  in  Chicago,  or  New  York,  or  St.  Louis? 

Mr.  STURGIS,  of  the  Association  of  American  Accounting  Officers. 
I  think  we  would  naturally  have  to  settle  it  at  the  head  of  the 
road,  where  all  the  records  would  be  available.  It  would  not  in 
any  case  cause  a  delay  of  more  than  two  or  three  days  at  the  out- 
side in  order  to  forward  the  papers  to  the  main  office  of  the  road, 
and  that  is  not  a  substantial  cause  of  delay.  I  think  the  head- 
quarters must  be  understood  as  the  proper  place  for  keeping  the 
records,  and  I  do  not  think  you  wowld  have  any  cause  to  complain 
of  delay  simply  on  account  of  the  settlement  being  made  in  the  city 
of  St.  Louis  instead  of  your  State. 

Mr.  MCKNIGHT,  of  Arkansas.  I  have  always  contended  that  that 
is  an  unfair  way  of  settling  claims,  for  the  simple  fact  that  there  is 
an  occurrence  that  happens  in  that  immediate  vicinity,  and  there  is 
no  reason  why  that  claim  should  have  to  go  to  the  head  of  that  road 
to  be  settled.  Those  papers  can  be  transmitted  after  that  settlement 
has  been  made  just  as  well  as  before  it  is  made;  and  my  contention  is 
this:  That  there  is  no  use  in  taking  the  length  of  time  that  is  re- 
quired to  chase  those  over  to  Chicago,  New  York,  or  St.  Louis,  when 
those  claims  can  be  settled  right  at  home.  Now,  the  railroad  com- 
pany comes  back  and  says:  "  We  can  not  do  that.  These  little  agents 
would  break  us  by  paying  out  this  money,"  but  they  are  never  afraid 
of  breaking  the  other  fellow — the  shipper — by  taking  money  from 
him.  At  some  of  these  little  one-horse  stations  they  take  in  twenty- 
five  or  thirty  thousand  dollars  a  month  the  year  round.  Now,  if 
they  can  take  -our  money  at  home,  they  ought  to  be  able  to  pay  those 
claims  at  home. 

Mr.  STURGIS,  of  the  Association  of  American  Accounting  Officers. 
You  mean  that  the  actual  payment  should  be  made  to  the  party  at 
the  point  where  the  shipment  is  made  ? 

Mr.  MCKNIGHT,  of  Arkansas.  Yes,  sir. 

Mr.  STURGIS,  of  the  Association  of  American  Accounting  Officers. 
You  take  an  agent  at  a  very  small  station,  and  he  may  not  be  able 
to  pass  upon  the  value  in  adjusting  a  claim  for  loss  or  damage. 

Mr.  AITCHISON,  of  Oregon.  On  some  of  the  Oregon  lines  a  solution 
has  been  worked  out  in  part  for  the  problems  which  have  been  pre- 
sented by  the  gentleman  from  Arkansas.  The  agents  at  minor  sta- 
tions are  now  given  authority  to  settle  loss  and  damage  claims  in 
their  own  judgment  up  to,  say,  $25.  The  agents  at  larger  stations 
have  authority  to  settle  for  correspondingly  larger  amounts,  and  in 
the  city  of  Portland  the  authority  is  very  much  increased.  The 
result  has  been  a  very  much  better  feeling  all  around. 
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Mr.  STURGIS,  of  the  Association  of  American  Accounting  Officers. 
I  think  it  should  be  explained  that  that  is  confined  more  particularly 
to  damage  to  a  shipment,  and  not  to  total  loss.  If  it  is  a  total  loss, 
it  is  necessary  to  have  it  checked  up  against  the  over  and  short,  to 
see  if  it  is  at  some  other  station ;  but  where  an  agent  gets  a  claim  for 
damago,  where  the  damage  is  apparent  on  the  surface,  he  is  author- 
ized to  settle  it  within  certain  limits. 

The  motion  was  carried. 

Mr.  PRENTIS,  of  Virginia.  The  report  of  the  committee  on  amend- 
ment of  the  act  to  regulate  commerce  has  one  recommendation  in  it 
with  reference  to  this  very  matter  of  shippers'  claims ;  arid  as  it  is  a 
kindred  matter  and  the  report  is  very  short,  I  would  like  to  present 
it  and  have  it  acted  on  now. 

Mr.  RICHARDS,  of  South  Carolina.  I  want  to  ask  the  gentleman 
if  he  will  allow  this  little  matter  that  I  brought  up  to  be  thrashed 
out  at  this  time,  as  I  have  to  take  a  train  in  a  few  minutes,  or  I 
will  not  be  able  to  get  home. 

Mr.  MILLS,  of  Minnesota.  At  the  request  of  Mr.  Richards,  the  com- 
mittee has  prepared  a  report,  from  which.  I  understand,  Mr.  Rich- 
ards wishes  to  dissent. 

The  PRESIDENT.  This,  gentlemen,  will  be  understood  to  be  the  report 
of  the  special  committee  appointed  this  morning  on  the  question  of 
interchangeable  passenger  mileage. 

Mr.  MILLS,  of  Minnesota.  Your  committee  appointed  on  the  motion 
of  Mr.  Richards,  of  South  Carolina,  respectfully  report  that  from 
the  statement  of  Mr.  Richards  it  finds  that  certain  railroads  whose 
lines  are  operated  in  that  State  refuse  to  sell  mileage  books  with 
mileage  interchangeable  between  stations  on  the  different  lines  of 
road  in  South  Carolina,  while  the  same  companies  sell  mileage  inter- 
changeable in  other  States.  It  is  a  rule  with  such  companies,  in  the 
case  of  interchangeable  mileage,  to  require  the  holders  to  present  it 
to  the  ticket  agent  at  the  station  at  which  the  passenger  desires  to 
take  the  train  and  obtain  a  ticket  to  the  station  of  destination. 

The  law  of  South  Carolina  requires  the  conductor  to  accept  mile- 
age on  the  train. 

From  the  facts  stated  your  committee  are  of  the  opinion  that  there 
is  no  such  discrimination  as  will  warrant  this  convention  requesting 
an  investigation  by  the  Interstate  Commerce  Commission.  I  under- 
stand Mr.  Burr  agrees  with  me  in  that  report  and  that  Mr.  Richards 
wishes  to  dissent. 

Mr.  RICHARDS,  of  South  Carolina.  I  beg  leave  to  respectfully  dis- 
sent from  the  majority  opinion,  believing  that  this  is  a  clear  case  of 
discrimination  and  that  the  Interstate  Commerce  Commission  have 
the  power  to  regulate  it.  and  that  it  should  be  submitted  to  that  body 
for  consideration  and  for  regulation;  and  I  wish,  Mr.  President,  to 
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offer  as  a  substitute  for  the  majority  report  the  following  resolution. 
This,  gentlemen,  was  prepared  hurriedly,  sitting  here,  and  while  it 
is  imperfect,  it  conveys  the  idea  that  I  wish  to  convey : 

Resolved  'by  the  National  Association  of  Railroad  Commissioners  in  conven- 
tion assembled,  That  it  is  the  opinion  of  the  association  that  discriminations 
ire  practiced  by  some  of  the  railroads  of  this  country  in  the  matter  of  mileage- 
30k  travel,  in  that  privileges  are  granted  to  certain  States  by  these  roads  that 
ire  not  enjoyed  by  others,  and  that  a  uniform  mileage-book  law  or  rule  has 
come  a  public  necessity. 
Resolved  further,  That  it  is  the  sense  of  this  association  that  the  Interstate 
Commerce  Commission  be,  and  is  hereby,  respectfully  requested  and  urged  to 
ive  this  important  matter  early  and  earnest  consideration,  and  if  it  be  found 
lat  certain  discriminations  do  exist  that  an  order  be  promulgated  that  will 
give  the  necessary  relief  prayed  for  in  this  resolution. 

Mr.  PRENTIS,  of  Virginia.  There  is  danger,  it  seems  to  me,  that  we 
may  make  a  mistake  without  fully  comprehending  this  situation. 

Certain  southern  railways  issuing  interchangeable  mileage  have, 
as  I  think,  in  the  exercise  of  their  legal  rights,  attached  certain  very 
onerous  conditions  to  those  mileage  books.  The  one  that  gives  the 
most  trouble  and  the  one  that  has  caused  the  trouble  in  South  Caro- 
lina is  trie  forbidding  of  the  receiving  of  those  mileage  coupons  by  the 
conductors  on  the  trains,  requiring  the  purchaser  of  a  mileage  book 
to  go  to  the  ticket  office  and  exchange  the  mileage  coupons  for  rail- 
road tickets.  Now,  the  man  who  is  in  a  hurry — and  the  man  who 
travels  a  great  deal  is  generally  in  a  hurry,  and  the  man  who  travels 
a  great  deal  is  the  one  who  buys  the  mileage  book  and  finds  it  very 
onerous  when  he  is  in  a  hurry  to  have  to  stand  in  line  behind  a 
number  of  other  people  in  order  to  exchange  his  mileage  coupons  for 
a  railroad  ticket,  and  it  has  caused  a  great  deal  of  friction. 

I  believe  that  inasmuch  as  the  2-cent  rate  is  a  concession  to  the 
traveling  public  from  the  maximum  rate,  that  the  railroad  company 
has  a  right  to  attach  reasonable  conditions  on  this  concession  and 
HI  the  use  of  those  mileage  books,  and  every  man  who  buys  one 
)f  these  mileage  books  signs  a  contract  agreeing  to  those  condi- 
tions. Now,  that  may  not»be  a  reasonable  condition.  There  may 
be  room  for  a  difference  of  opinion  as  to  whether  it  is  reasonable  or 
unreasonable;  but  what  I  think  this  association  ought  to  do  is  this, 
get  behind  the  movement  with  such  public  sentiment  as  it  can 

luence  to  induce  the  railroads  to  withdraw  these  onerous  condi- 
lons. 

The  same  situation  exists  in  other  parts  of  the  country,  and  they 
lo  not  impose  such  conditions;  but  as  a  result  of  the  rate  litigation 

the  Southern  States,  the  rate  controversies  in  the  Southern  States, 
the  public  authorities  were  able  to  force  upon  the  railroads  a  maxi- 

lum  rate  of  2£  cents,  and  the  railroads,  when  they  issued  a  mileage 
)k,  attached  these  onerous  and  inconveniencing  conditions,  and  it 
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is  a  great  inconvenience — a  great  public  inconvenience.  It  seems  to 
me  it  is  an  unreasonable  condition,  which  has  no  real  reason  behind 
it  except  the  purpose  of  the  railroads  to  discourage  travel  at  2  cents 
a  mile.  I  believe  that  is  the  real  motive  for  it,  and  I  believe  this 
association  should  get  behind  the  movement  to  induce  the  railroad 
companies  to  withdraw  those  unreasonable  conditions. 

Mr.  BURR,  of  Florida.  I  agree  in  part  with  what  Mr.  Prentis 
says,  and  in  other  respects  I  do  not. 

In  the  first  place,  I  do  not  believe  that  the  railroad  companies 
operating  in  South  Carolina  have  withdrawn  that  book  for  the  pur- 
pose of  discouraging  travel  at  2  cents  a  mile,  from  the  fact  that 
they  are  maintaining  the  book  in  all  the  balance  of  the  territory 
where  the  legislature  or  the  commission  has  not  made  a  demand 
upon  them  to  pull  the  mileage  on  the  trains.  They  did  not  with- 
draw it  in  South  Carolina  until  the  legislature  directed  that  it 
should  be  pulled  on  the  trains.  Now,  as  to  the  hardships,  I  ap- 
proached this  subject  several  years  ago,  when  these  books  went  in, 
I  might  say,  from  a  prejudiced  standpoint.  I  believed  that  the  pub- 
lic should  have  the  right  to  present  these  books  on  the  trains  and 
have  the  mileage  pulled  by  the  conductor,  but  after  getting  more 
light  on  the  subject  and  after  studying  the  subject  more  fully,  I 
was  convinced  it  was  a  right  that  the  railroad  company  ought  to 
have,  because  it  enables  them  to  protect  their  revenues,  and  I  believe 
it  is  the  duty  of  the  commissions  to  assist  the  railroad  companies  in 
protecting  their  revenues  in  every  legitimate  way. 

I  found  from  experience  in  the  State  of  Florida  that  men  were 
traveling  with  immense  amounts  of  excess  baggage.  They  would 
start  on  a  journey  of  150  to  200  miles,  and  they  would  go  down  here  to 
the  railroad  station  and  go  to  the  baggageman — this  was  prior  to 
this  present  system  of  having  the  coupons  exchanged  at  the  ticket- 
office  windows — they  would  go  to  the  baggageman  and  check  possibly 
2,000  pounds  of  baggage  to  a  blind  siding  or  a  nonagency  station, 
possibly  only  2  miles  away,  and  pay  the  excess  on  it.  They  would 
get  on  the  train  and  say  to  the  conductor  that  they  wanted  him  to 
pull  mileage  coupons  to  a  destination  150  or  perhaps  200  miles  off, 
and  then  they  would  immediately  pass  through  the  train  to  the  bag- 
gage car  and  pull  out  a  $1  bill  or  a  $2  bill  and  hand  it  to  the  under- 
paid baggageman  and  say,  "I  have  changed  my  mind,  I  want  this 
baggage '  to  go  through " ;  and  it  went  through,  and  the  railroad 
company  got  nothing  for  hauling  it.  Now,  that  was  a  loss  to  the 
railroad  company  and  an  injustice  to  the  public.  The  railroad  com- 
pany ought  to  have  had  that  revenue  in  order  to  perform  its  proper 
duties  to  the  public. 

Mr.  RICHARDS,  of  South  Carolina.  While  I  do  not  desire  to  be  at 
all  discourteous,  I  do  not  think  you  are  discussing  the  merits  of  the 
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case,  because  I  am  taking  the  position  that  there  is  discrimination 
here.  I  am  not  arguing  the  point  as  to  whether  South  Carolina  was 
right  in  passing  this  legislation,  but  I  take  the  position  that  every 
State  enjoys  just  exactly  what  I  ask  that  South  Carolina  be  given, 
and  that  there  is  discrimination,  and  I  want  it  corrected. 

Mr.  BURR,  of  Florida.  South  Carolina  enjoyed  the  same  privilege 
that  the  people  of  my  State  enjoy  and  that  the  people  of  Georgia 
enjoy  until  you  undertook  to  break  the  contract. 

Mr.  RICHARDS,  of  South  Carolina.  I  beg  your  pardon.  We  have 
never  had  a  rule  where  a  man  could  purchase  a  mileage  book  and 
have  it  taken  out  on  the  train. 

Mr.  BURR,  of  Florida.  They  do  not  do  that  in  Georgia  or  Florida 
or  North  Carolina. 

Mr.  RICHARDS,  of  South  Carolina.  They  do  in  Virginia  and  all 
of  the  Western  States. 

Mr.  BURR,  of  Florida.  That  is  a  different  case.  We  have  railroads 
in  my  State  that  do  not  take  this  mileage  either  at  the  window  or 
on  the  trains.  They  use  some  other  kind  of  book.  You  might  say 
that  is  discrimination.  If  the  Atlantic  Coast  Line  Railroad,  for  in- 
stance, pulled  mileage  for  me  on  the  train  and  refused  it  to  you,  and 
required  you  to  go  to  the  window  and  exchange  the  coupons  for  a 
ticket,  then  that  would  be  discrimination,  but  that  condition  does  not 
exist.  Therefore  there  is  no  discrimination.  Some  roads  can  sub- 
scribe to  this  book  and  take  it  on  the  train,  while  another  road  can 
subscribe  to  this  book  and  refuse  to  take  it  on  the  train,  without 
there  being  any  discrimination,  and  that  is  a  condition  that  does  exist. 

As  was  stated  to  us,  the  Chesapeake  &  Ohio  Railway  subscribes 
to  this  book,  and  yet  they  pull  it  on  the  train.  The  Atlantic  Coast 
Line  Railroad  subscribes  to  it,  but  requires  you  to  go  to  the  ticket- 
office  window,  and  there  is  no  discrimination  there.  They  are  differ- 
ent roads.  I  was  simply  going  to  explain  what  brought  about  the 
pulling  of  this  mileage  at  the  windows  of  the  ticket  offices,  and  while 
the  gentleman  seems  to  think  that  I  am  not  discussing  the  subject,  I 
am  going  to  put  it  in  that  way  to  show  the  justness  and  the  reason- 
ableness of  the  regulation  contained  in  the  contract. 

On  the  other  hand,  there  was  a  loss  of  revenue  by  the  railroad  occa- 
sionally having  a  conductor  who  was  not  on  the  square,  who  would 
take  out  for  a  150-mile  trip  possibly 'only  40  or  50  miles,  and  take  a 
$1  or  $2  bill  folded  up  on  the  inside  of  the  book.  That  was  proven, 
and  this  is  not  guesswork.  Now,  then,  this  was  brought  about  to  help 
to  eliminate  that  situation.  Then,  again,  you  would  buy  a  book  from 
the  Atlantic  Coast  Line  and  you  would  travel  on  the  Seaboard  Air 
Line  with  it.  The  conductor,  under  the  old  system,  would  pull 
40  or  50  miles  of  coupons  out  of  it,  and  maybe  in  the  course  of  his 
run  he  would  have  a  bundle  of  coupons  and  tickets  that  big  around 


354         NATIONAL   ASSOCIATION   OF   RAILWAY   COMMISSIONERS. 

[illustrating],  and  he  would  lose  some  of  those,  and  that  would  be 
all  the  Seaboard  Air  Line  would  have  to  show  to  the  Atlantic  Coast 
Line  in  order  to  get  a  settlement,  and  in  that  case  they  could  get 
nothing  in  settlement.  My  investigation  of  this  question  would  lead 
me  to  believe  that  it  was  not  for  the  purpose  of  imposing  a  hardship 
upon  the  public,  but  for  the  purpose  of  protecting  its  revenue  and 
simplifying  the  question  of  accounting;  and  every  State,  so  far  as  I 
can  recall  now,  that  this  book  is  used  in  approved  the  method  at  the 
time  it  was  put  in,  including  the  State  of  South  Carolina,  when  the 
commission  there  consisted  of  Mr.  John  Earl,  Mr.  Sullivan,  and  Mr. 
Caughman. 

Mr.  RICHARDS,  of  South  Carolina.  I  simply  want  to  say  to  the  gen- 
tleman that  I  do  not  know  whether  the  people  of  the  State  are  called 
upon  to  unite  with  the  railroads  to  protect  them  against  dishonest 
employees  or  not,  if  they  have  them.  That  is  a  question,  as  I  take 
it,  that  is  involved  in  the  gentleman's  position.  That  has  been 
thrashed  out  in  South  Carolina  and  settled  to  our  satisfaction. 
The  only  question  I  raise  is  this — that  there  is  discrimination  in 
regard  to  this  mileage-book  situation.  If  I  am  mistaken,  then 
the  proper  authority  to  say  that  I  am  mistaken,  it  seems  to  me,  is 
the  Interstate  Commerce  Commission.  I  simply  come  here  from 
South  Carolina  and  ask  my  brethren  of  the  various  commissions 
throughout  the  Nation  to  join  hands  with  us,  that  we  may  go  to  the 
Interstate  Commerce  Commission  and  ask  them  respectfully,  as  my 
resolution  says,  to  inquire  and  see  if  these  discriminations  do  exist, 
and  if  they  do  exist,  why,  to  correct  them,  and  if  they  do  not,  simply 
to  say  so.  That  is  all  I  ask,  and  it  strikes  me  that  it  is  asking  very 
little. 

Mr.  DUNN,  of  Florida.  I  would  like  to  ask  the  gentleman,  if  this 
resolution  should  be  passed  by  this  association,  whether  we  would  not, 
in  effect,  be  asking  the  authorities  of  the  United  States  to  compel  the 
railroads  to  make  a  discrimination  in  South  Carolina  between  her 
citizens  that  does  not  now  exist?  In  other  words,  a  man  who  travels 
little,  you  might  say — who  has  a  small  amount  of  money  with  which 
to  travel — when  he  goes  to  take  a  short  journey,  he  must  walk  up  to 
the  window  and  pay  his  money  at  the  window  and  buy  a  ticket,  but  a 
man  of  large  means  or  one  who  travels  a  great  deal,  and  has  a  twenty- 
dollar  bill,  he  can  get  on  the  train  and  does  not  have  to  walk  up  to  tht 
window  and  buy  a  ticket  like  the  other  fellow.  Now,  isn't  that  a  dis- 
crimination against  one  class  of  citizens  in  favor  of  another  class  oi 
citizens  ? 

Mr.  RICHARDS,  of  South  Carolina.  I  do  not  think  so  at  all,  and 
feel  also  that  that  is  entirely  a  different  matter.  There  are  established 
rules  and  regulations  by  the  railroads  in  the  several  States.  Now, 
all  that  my  proposition  involves  is  to  see  whether  or  not  the  scales 
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of  justice  are  being  held  evenly  in  regard  to  the  enforcement  of 
these  regulations.  If  they  are,  then  let  the  Interstate  Commerce 
Commission  say  so;  and  if  not,  let  them  give  us  the  relief  to  which 
we  are  entitled. 

Mr.  WHITE,  of  Kansas.  Is  it  not  within  the  power  of  the  commis- 
sion of  the  State  of  South  Carolina  to  present  this  matter  to  the 
Interstate  Commerce  Commission  without  asking  this  convention  to 
do  so? 

Mr.  RICHARDS,  of  South  Carolina.  Why,  certainly,  sir;  but  let  me 
ask  my  distinguished  friend,  why  not  have  your  commission  remain 
at  home  and  not  come  here  and  confer  with  your  fellows?  My 
purpose  is  to  give  force  and  effect  to  the  proposition  by  having 
it  come  from  this  great  body.  We  are  told  that  in  union  there  is 
strength,  and  I  supposed  it  would  add  force  to  the  proposition  if 
it  came  from  the  national  association,  very  much  more  than  if  it 
came  from  simply  the  commission  of  a  State;  and  I  wish  to  say  to 
the  gentleman  this:  That  the  South  Carolina  commission  will  in 
all  probability  submit  the  question  to  the  Interstate  Commerce 
Commission  alone,  if  it  can  not  get  concerted  action  on  the  part  of 
this  association. 

Mr.  PRENTIS,  of  Virginia.  I  must  have  been  misunderstood — I 
know  I  was — by  Mr.  Burr  in  connection  with  this  matter.  This  is  a 
question  which  does  not  simply  affect  South  Carolina.  It  affects 
Florida,  Georgia,  and  North  Carolina  and  Virginia,  and  perhaps 
other  States,  although  not  in  the  precise  form,  perhaps,  in  which  the 
gentleman  from  South  Carolina  has  presented  it  to  this  body. 
I  can  fully  agree  with  most  of  what  has  been  said  in  opposition  to 
that  resolution,  but  I  am  afraid  that  if  you  simply  defeat  that  reso- 
lution you  will  defeat  a  movement  now  on  in  the  Southern  States 
which  seeks  relief  from  the  burdensome  conditions  of  this  inter- 
changeable mileage  book.  It  is  a  live  question  in  Florida,  as  it 
is  in  Virginia,  about  these  conditions.  As  to  Mr.  Burr's  defense 
)f  the  conditions,  I  do  not  understand  why,  if  all  those  evils  attach  to 
the  interchangeable  mileage,  they  do  not  attach  to  every  other  mileage 
book,  and  yet  there  is  hardly  a  railroad  in  the  country  that  is  not 
issuing  mileage  books  and  authorizing  its  conductors  to  take  them  up 
on  the  train;  hardly  a  railroad  in  the  country  that  is  not  doing  that; 
and  in  the  Southern  States  that  we  speak  of  those  same  railroads  are 
issuing  these  interchangeable  mileage  books,  but  requiring  that  you 
shall  exchange  the  coupons  for  tickets  in  order  to  travel.  I  do  not 
see  why  most  of  what  you  said  with  reference  to  the  reasons  for  these 
conditions  of  this  interchangeable  mileage  would  not  apply  to  the 
ordinary  straight  pasteboard  ticket,  if  you  choose  to  buy  one.  You 
can  buy  a  ticket  that  will  take  you  50  miles  and  pay  the  conductor  a 
dollar  bill  and  bribe  him  to  take  you  250  miles,  if  you  can  get  a  con- 
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ductor  who  will  do  that.  And  you  can  have  your  baggage  checked  50 
miles  on  your  straight  ticket,  and  then  you  can  go  into  the  baggage 
car  and  bribe  the  baggage  agent  to  check  your  baggage  500  miles,  if 
you  are  able  to  accomplish  that  smart  trick.  So  that,  to  my  mind,  of 
all  the  reasons  adduced  with  reference  to  these  conditions,  none  of 
them  have  weight.  I  believe  that  the  real  reason  was  in  order  to  force 
people  to  pay  2|  cents  a  mile  to  travel,  instead  of  traveling  at  2 
cents  a  mile.  Now,  I  say  that  we  ought  not  to  do  anything  with  ref- 
erence to  this  resolution  which  would  prevent  the  people  of  the  States 
which  1  have  named  from  bringing  to  bear  upon  the  railroads  such 
sentiment  as  is  possible,  in  order  to  get  them  to  relieve  the  people  of 
these  objectionable  conditions,  and  I  hope  that  nothing  will  be  done 
which  will  do  that. 

Mr.  MILLS,  of  Minnesota.  Do  you  believe  that  there  is  here  a  case 
of  legal  discrimination  such  as  the  Interstate  Commerce  Commission, 
by  an  order,  could  remedy? 

Mr.  PRENTIS,  of  Virginia.  I  do  not,  if  you  ask  me  for  my  opinion. 
I  believe  that  the  railroad  has  a  legal  right  to  attach  this  condition, 
but  I  believe  that  it  is  very  burdensome  upon  the  public,  and  that 
they  'ought  not  to  attach  it,  and  that  there  is  no  good  reason  for 
attaching  it,  and  that  proper  pressure  can  be  brought  to  bear  upon 
them  to  get  them  to  remove  the  burden. 

Mr.  MILLS,  of  Minnesota.  The  only  question  that  our  committee 
had  before  it  was  the  complaint  of  Mr.  Richards,  that  there  was  dis- 
crimination here,  and  he  requested  us  to  recommend  that  the  Inter- 
state Commerce  Commission  do  away  with  that  discrimination.  Our 
committee  believed  legally  there  was  no  such  discrimination  that 
could  be  remedied  by  a  complaint  before  the  Interstate  Commerce 
Commission.  Now,  the  majority  of  this  committee  do  not  care  what 
is  done  with  this  report,  but  it  was  made  on  that  understanding.  If 
the  gentleman  wishes  us  to  recommend  to  the  railroads  down  there 
to  give  them  a  different  sort  of  mileage  book,  after  proper  considera- 
tion I  might  be  willing  to  vote  for  it. 

Mr.  THORNE,  of  Iowa.  I  move  that  this  committee  take  this  mat- 
ter under  advisement  and  prepare  another  resolution,  addressed 
to  the  railway  companies  in  place  of  to  the  Interstate  Commerce 
Commission. 

Mr.  RICHARDS,  of  South  Carolina.  I  wish  to  state  that,  standing 
alone,  as  I  seem  to  do,  I  protest  most  earnestly  against  that.  So  far 
as  South  Carolina  is  concerned,  we  are  making  no  overtures,  and 
am  not  making  any  overtures,  to  the  railroads  at  all.  I  am  in  favor  of 
going  to  the  regularly  constituted  authority,  the  Interstate  Commerce 
Commission,  and  I  ask  that  this  convention  vote  either  for  or  against 
the  resolution  that  I  have  submitted,  and  I  will  appreciate  it  ve 
much. 
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Mr.  THORNE,  of  Iowa.  In  view  of  Mr.  Kichards's  statement — and 
I  have  very  great  confidence  in  his  integrity — I  withdraw  my  motion. 

The  PRESIDENT.  The  question  now  recurs  to  the  motion  of  Com- 
missioner Richards,  that  the  substitute  report  be  adopted  by  the 
convention. 

The  motion  was  lost. 

The  PRESIDENT.  The  question  now  recurs  on  the  adoption  of  the 
majority  report. 

The  motion  on  the  adoption  of  the  majority  report  of  the  com- 
mittee was  carried. 

Mr.  FINN,  of  Kentucky.  With  the  unanimous  consent  of  this  con- 
vention— I  see  a  good  many  of  the  members  leaving — there  is  a  very 
important  matter  to  be  brought  up  for  the  consideration  of  this  con- 
vention by  the  members  of  the  executive  committee,  and,  with  the 
permission  of  the  convention,  I  will  bring  the  matter  up  at  this  time. 

Mr.  FINN.  The  following  is  the  report  of  the  executive  committee : 

(Mr.  Finn  thereupon  read  aloud  the  report,  which  appears  in  full 
below.) 

REPORT   OF    THE    EXECUTIVE   COMMITTEE. 

Your  executive  committee  has  been  notified  by  the  Interstate 
Commerce  Commission  that  it  will  be  unable  to  report  and  print 
the  proceedings  of  future  conventions  of  this  association.  This 
makes  it  necessary  that  provision  be  made  for  the  reporting  and 
printing  and  binding  of  the  proceedings  of  our  conventions. 

It  is  the  understanding  of  the  executive  committee  that  the  notifi- 
cation so  given  by  the  Interstate  Commerce  Commission,  whereby  a 
custom  followed  since  the  organization  of  this  association  is  dis- 
continued, results  solely  from  the  limitation  placed  by  Congress 
upon  the  appropriation  of  that  commission;  and  it  appears  to  the 
executive  committee  that  upon  proper  representation  to  Congress 
such  limitation  coujd  be  removed  and  suitable  provision  made  by 
Congress  for  the  continued  reporting  and  printing  of  these  reports 
as  public  documents. 

The  executive  committee  believes  that  a  great  advantage  hitherto 
enjoyed  by  the  association  in  having  its  proceedings  printed  as  a 
Government  publication  would  be  lost  if  the  old  arrangement  should 
be  definitely  abrogated,  to  say  nothing  of  the  greater  facilities 
afforded  when  the  convention  meets  in  Washington,  and  the  ability 
of  the  public  to  obtain  copies  of  the  reports  at  a  very  low  price. 

This  convention  should  authorize  its  committee  on  legislation  and 
the  executive  committee  to  make  suitable  representations  to  Con- 
gress for  the  provision  of  authority  to  the  Interstate  Commerce  Com- 
mission to  resume  the  practice  of  reporting  and  printing  our  pro- 
ceedings. 
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The  executive  committee  has  realized,  however,  that  the  association 
must  consider  now  what  can  be  done  respecting  reporting  and  print- 
ing the  proceedings  of  the  next  convention,  and  accordingly  it  in- 
vited proposals  from  the  Traffic  Service  Bureau  and  the  Law  Report- 
ing Co.  Offers  have  been  made  by  each.  The  committee  is  satisfied 
that  the  offer  made  by  the  Law  Reporting  Co.  is  more  advantageous 
to  the  association.  Under  that  offer  the  reporting  is  to  be  done  by 
the  same  agency  that  now  does  the  reporting  for  the  Interstate  Com- 
merce Commission,  and  this  association  is  greatly  interested  in  hav- 
ing its  proceedings  taken  down  by  reporters  of  the  highest  qualifi- 
cations. The  reports  are  to  be  printed  with  the  same  quality  of 
paper  and  have  the  same  style  of  binding  as  heretofore.  Copies  are 
to  be  furnished  free  to  the  commissioners  and  the  secretaries  of  com- 
missions. Reports  of  committees  submitted  in  advance  of  the  annual 
meeting  are  to  be  printed  and  furnished  for  use  of  the  convention,  as 
is  the  present  practice.  The  copies  of  the  proceedings  are  to  be  sold 
to  desiring  purchasers  at  not  to  exceed  $1  per  copy. 

The  executive  committee  has  made  the  arrangement  with  the  Law 
Reporting  Co.  that  notification  of  acceptance  of  its  offer  will  be 
given  by  the  executive  committee  at  least  60  days  prior  to  the  date 
of  the  next  convention  in  case  Congress  does  not  take  such  action  as 
will  enable  the  Interstate  Commerce  Commission  to  resume  its  prac- 
tice of  reporting  these  proceedings  and  printing  them  as  a  Govern- 
ment document,  and  the  arrangement  is  upon  the  understanding  that 
if  Congress  does  not  so  act  such  notification  will  be  given. 

The  executive  committee  asks  approval  of  this  report. 

LAURENCE  B.  FINN, 

Chairman. 

Mr.  THORNE,  of  Iowa.  I  would  like  to  ask  how  many  copies  are  to 
be  furnished  to  each  commission?  I  should  think  more  than  one 
would  be  very  desirable. 

Mr.  FINN,  of  Kentucky.  Each  commissioner  receives  one. 

Mr.  THORNE,  of  Iowa.  I  move  that  the  action  of  the  executive  com- 
mittee be  approved. 

Mr.  FINN,  of  Kentucky.  The  president  has  suggested  that  as  the 
report  contemplates  both  the  legislative  and  the  executive  committees 
appearing  before  Congress,  with  a  view  to  securing  the  legislation 
desired,  that  the  number  will  be  such  as  to  make  it  impracticable  to 
accomplish  anything,  and  he  suggests  that  the  report  be  amended  so 
as  to  include  the  chairman  of  the  executive  committee,  the  chairman 
of  the  legislative  committee,  and  the  president  of  the  association. 

I  now  make  that  motion. 

The  PRESIDENT.  I  want  to  apologize  to  the  executive  committee. 
I  was  not  able  to  be  present  when  this  action  was  taken,  and  my 
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only  purpose  is  to  reduce  the  number  who  shall  assume  the  responsi- 
bility, and  to  make  it  a  more  workable  proposition.  If  there  is  no 
objection,  the  resolution  will  be  amended  in  that  respect,  and  the 
Chair  will  put  the  motion  as  to  the  adoption  of  the  resolution  as 
read  by  Mr.  Finn,  and  as  now  amended. 

The  resolution  as  amended  was  carried. 

Mr.  KILPATRICK,  of  Illinois.  I  want  to  say,  in  introducing  this 
report,  that  it  was  a  very  hard  matter  to  get  the  committee  together ; 
in  fact,  we  never  did  get  together  but  two  of  us  at  any  time.  I  wrote 
to  the  members  of  the  committee  urging  their  presence,  and  stating 
that  I  considered  this  a  very  important  matter,  and  in  addition  to 
the  two  who  did  meet  and  finally  formulated  the  report  I  have  letters 
from  three  of  the  other  members,  one  from  Indiana,  one  from  Mon- 
tana, and  one  from  Michigan. 

(Mr.  Kilpatrick  thereupon  proceeded  to  read  aloud  the  report  of 
the  committee  on  safety  appliances.  See  page  363.) 

Mr.  FINN,  of  Kentucky  (interposing  during  the  course  of  Mr.  Kil- 
patrick's  reading).  Would  you  mind  concluding  that  very  excellent 
report  in  the  morning,  Mr.  Kilpatrick? 

Mr.  KILPATRICK,  of  Illinois.  Why,  at  any  time  that  is  agreeable  to 
the  convention. 

Mr.  FINN,  of  Kentucky.  I  think  it  is  a  mistake  to  continue  the 
reading  of  the  report  during  the  absence  of  so  many  members  of  the 
convention.  Therefore  I  move  that  Mr.  Kilpatrick  now  discontinue 
the  reading  of  the  report,  and  that  it  be  made  a  special  order  for  10 
o'clock  to-morrow  morning. 

The  motion  was  carried. 

Mr.  PRENTIS,  of  Virginia.  Here  is  a  report  which  I  fear  if  it  does 
not  get  into  the  record  to-day  it  will  not  get  in  at  all.  It  was  pre- 
pared by  Mr.  Commissioner  McChord,  of  the  Interstate  Commerce 
Commission,  and  is  the  report  of  the  committee  on  amendment  of  the 
act  to  regulate  commerce.  I  desire  to  present  it  as  the  report  of  that 
committee. 

The  PRESIDENT.  May  I  ask  why  it  would  not  get  into  the  record 
if  not  presented  at  this  time? 

Mr.  PRENTIS,  of  Virginia.  Because  I  am  afraid  there  will  be  no 
quorum  here  to-morrow. 

The  PRESIDENT.  There  are  several  reports  to  be  submitted  to- 
morrow. 

Mr.  PRENTIS,  of  Virginia.  May  I  not  be  permitted  to  present  this 
report,  so  it  may  go  into  the  record,  for  such  future  disposition  as  the 
convention  may  see  fit  to  make  of  it?  It  has  one  recommendation, 
namely,  that  Congress  shall  fix  a  limitation  for  the  recovery  of  claims 
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by  railroads  against  shippers  on  interstate  shipments  and  by  shippers 
against  railroads.  In  one  case  the  limitation  is  two  years,  and  in 
the  other  case  there  are  varying  limitations,  and  the  committee  pro- 
poses that  the  act  shall  be  amended  so  as  to  give  three  years  to  the 
shippers  in  which  to  present  claims  to  the  Interstate  Commerce  Com- 
mission and  for  the  railroads  to  present  claims  against  the  shippers. 
That  is  the  recommendation  of  the  report.  In  view  of  the  fact  that 
Mr.  McChord  is  chairman  of  it,  I  suppose  it  has  the  sanction  of  the 
other  members  of  the  Interstate  Commerce  Commission.  The  report 
has  been  in  print  ever  since  the  association  met,  and  I  now  move  its 
adoption. 
The  motion  was  carried. 

BEPOBT   OF    THE   COMMITTEE    ON   AMENDMENT    OF    THE   ACT    TO 
REGULATE  COMMERCE. 

At  the  last  meeting  of  the  association,  the  committee  considered  it 
wise  to  withhold  recommendations  as  to  further  amendment  to  the 
act  to  regulate  commerce  until  the  relative  functions  of  the  State  and 
Federal  Governments  had  been  authoritatively  settled  by  the  Supreme 
Court  of  the  United  States,  a  determination  had  of  other  pending 
cases  involving  fundamental  elements  of  rate  making,  and  until  fur- 
ther experience  in  the  practical  workings  of  the  act  disclosed  in  what 
respect  it  is  deficient.  The  Supreme  Court  now  has  under  considera- 
tion the  so-called  intermountain  cases,  bearing  directly  upon  the  long- 
and-short  haul  clause,  and  the  numerous  State  and  other  rate  cases 
involving  alleged  conflict  between  State  and  Federal  jurisdictions. 
Pending  a  decision  by  that  tribunal,  we  deem  it  inadvisable  to  make 
any  recommendation  upon  that  subject.  No  case  has  yet  arisen  in  any 
of  the  courts  testing  the  power  of  the  Interstate  Commerce  Commis- 
sion to  establish  through  routes  in  connection  with  water  carriers, 
nor  have  any  cases  arisen  involving  other  recent  amendments. 

The  Panama  Canal  bill,  enacted  by  the  last  Congress,  extends  the 
jurisdiction  of  the  commission  to  include  the  regulation  of  water 
carriers  in  certain  instances.  It  gives  the  commission  power  to 
establish  physical  connection  between  the  docks  of  the  water  carrier 
and  the  tracks  of  the  railroad,  to  establish  through  routes  and  joint 
rates  over  the  lines  of  rail  and  water  carriers,  to  establish  maximum 
proportional  rates  by  rail  to  and  from  the  ports  on  traffic  moving 
from  point  to  point  in  the  United  States.  It  also  provides: 

If  any  rail  carrier  subject  to  the  act  to  regulate  commerce  enters  into 
arrangements  with  any  water  carrier  operating  from  a  port  in  the  United  States 
to  a  foreign  country,  through  the  Panama  Canal  or  otherwise,  for  the  handling 
of  through  business  between  interior  points  of  the  United  States  and  such  for- 
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eign  country,  the  Interstate  Commerce  Commission  may  require  such  railway 
to  enter  into  similar  arrangements  with  any  or  all  other  lines  of  steamships 
operating  from  said  port  to  the  same  foreign  country. 

Under  the  amendment  it  shall  be  unlawful  after  July  1,  1914,  for 
a  carrier  by  land  to  own,  control,  or  operate  a  potentially  competing 
water  line  without  authority  from  the  commission.  Should  the  con- 
stitutionality of  the  amendment  to  the  act  be  raised  by  carriers  own- 
ing steamship  lines,  some  light  may  be  given  by  the  Supreme  Court 
upon  that  question  in  its  decision  in  the  fourth  section  cases. 

We  believe  an  amendment  to  the  statute  of  limitations  is  called 
for.  By  section  16  of  the  act  to  regulate  commerce  (p.  28)  it  is 
provided : 

All  complaints  for  the  recovery  of  damages  shall  be  filed  with  the  commission 
within  two  years  from  the  time  the  cause  of  action  accrues,  and  not  after,  etc. 

It  frequently  occurs  that  carriers,  through  error,  collect  less  than 
the  lawful  rates  at  the  time  the  transportation  is  performed.  If, 
more  than  two  years  thereafter,  they  demand  and  collect  from  a 
shipper  the  unpaid  balance  of  the  legal  rate,  the  right  of  the  shipper 
to  an  award  of  reparation,  if  the  published  rate  is  found  to  have  been 
unreasonable,  has  expired.  He  is,  however,  subject  to  indictment  for 
failure  to  pay  the  legal  rate  until  a  period  of  three  years  has  elapsed 
from  the  date  of  transportation  (this  being  the  period  within  which 
indictment  may  be  brought  for  a  misdemeanor  committed  against  the 
United  States).  He  is  also  liable  to  suit  by  the  railroad  company  in 
a  civil  action,  for  a  period  ranging  from  two  to  seven  years,  or 
longer,  from  the  date  of  the  transportation  (the  statutes  of  limita- 
tions for  such  civil  actions  by  the  railroad  company  being  now  found 
in  the  statutes  of  the  several  States) . 

It  is  obvious  that  there  should  be  a  common  statute  of  limitations 
for  actions  by  the  shipper  involving  the  reasonableness  of  rates,  for 
indictment  by  the  Government  for  failure  to  pay  the  published  rates, 
and  for  actions  by  the  carrier  to  recover  unpaid  freight  charges. 
?his  can  be  accomplished  by  changing  that  portion  of  section  16 
above  quoted  by  the  substitution  of  the  word  "  three  "  for  the  word 
"  two."  This  will  give  shippers  the  right  to  appeal  to  the  Commis- 
sion throughout  the  period  during  which  indictment  may  be  brought. 
A  new  paragraph  should  then  be  written  providing  that  carriers 
my  sue  shippers  for  unpaid  freight  moneys  during  a  period  of 
iree  years  after  the  transportation,  and  not  thereafter.  This  would 
a  valid  regulation  of  interstate  commerce  and  would,  as  to  such 
claims,  supersede  the  various  State  statutes. 
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With   this  exception,   we   think   it   advisable   to   again   withho 
recommendations  as  to  future  amendment  to  the  act  for  the  reasons 
stated  in  the  report  of  last  year. 

C.  C.  McCnoRD,  Chairman. 

H.  F.  BARTINE. 

N.  A.  BLITCII. 

ROBERT  R.  PRENTIS. 

CHARLES  HENDERSON. 

J.  H.  HENDERSON. 

EDWARD  C.  .NILES. 

A  motion  to  adjourn  was  carried. 

Whereupon,  at  5.45  p.  m.,  the  convention  adjourned  until  10  o'clock 
a.  in.  November  22,  1912. 
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WASHINGTON,  D.  C.,  Friday,  November  ##,  1912. 

The  convention  met  at  10  o'clock  a.  m.,  pursuant  to  adjournment 
of  yesterday,  President  Charles  H.  Staples  presiding. 

The  PRESIDENT.  We  have  as  uncompleted  business  this  morning  an 
exceedingly  interesting  report  by  Mr.  Kilpatrick,  the  report  of  the 
committee  on  safety  appliances,  which  was  partially  read  last 
evening. 

REPORT  OF  COMMITTEE  ON  SAFETY  APPLIANCES. 

The  committee  on  safety  appliances,  or  a  minority  of  them,  beg 
leave  to  submit  their  report. 

As  chairman  of  that  committee  I  made  three  attempts  to  hold 
meetings,  giving  notice  by  mail  in  ample  time.  Unfortunately,  I 
was  never  able  to  secure  a  quorum.  On  the  last  attempt,  namely, 
Wednesday,  October  16,  1912,  Mr.  D.  F.  Jurgensen,  engineer  of  the 
railroad  and  warehouse  commission  of  Minnesota,  held  a  meeting 
in  Chicago.  Mr.  Jurgensen  had  prepared  a  very  able  and  complete 
statement  of  the  subject  matter  referred  to  our  committee,  and  after 
a  very  careful  and  thorough  discussion  of  every  point  presented  by 
his  analysis,  we  agreed  to  present  this  as  the  report  of  our  com- 
mittee. I  agree  with  his  presentation  and  conclusions,  with  one 
exception.  Every  one  of  the  older  members  of  this  association  knows 
of  the  very  decided  stand  I  have  taken  in  the  past  in  favor  of  the 
automatic  control  of  trains.  I  am  free  to  admit  that  my  views  on 
the  subject  have  been  very  materially  modified  by  an  examination  of 
the  plans  of  a  device  being  installed  on  one  of  our  Illinois  roads, 
but  I  am  not  yet  ready  to  admit  that  a  device  of  this  kind  might  not 
be  successfully  operated  as  a  very  material  aid  to  the  protection  of 
lives  and  property  on  the  railroads  of  this  country. 
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RAILROAD  ACCIDENTS,  THEIR  CAUSES  AND  REMEDY. 

By  D.  P.  Jurgenscn,  engineer  for  Minnesota  railroad  and  warehouse  commission. 

It  is  the  purpose  of  this  committee  to  suggest  means  calculated  to 
prevent  railroad  accidents  and  their  resulting  casualties.  Necessarily, 
before  any  remedial  measures  can  intelligently  be  advanced  for  errors 
of  railroad  operation  and  accidents,  the  cause  must  first  be  ascer- 
tained. 

The  Interstate  Commerce  Commission  and  many  of  the  State  rail- 
way commissions  are  now  and  have  for  some  time  past  been  investi- 
gating railroad  accidents,  so  that  a  large  amount  of  valuable  infor- 
mation is  now  available,  from  which  reliable  deductions  may  be 
drawn  concerning  the  source  of  the  majority  of  railroad  accidents 
occurring  in  this  country. 

Reference  is  here  made  to  the  accident  bulletins  of  the  Interstate 
Commerce  Commission,  Nos.  42  and  43,  for  the  purpose  of  ascer- 
taining whether  any  useful  conclusions  can  be  drawn  from  these 
reports.  They  are  the  latest  issues  available,  and  cover  the  six 
months'  period  between  October,  1911,  and  March,  1912,  inclusive. 
The  accident  situation  there  shown  is,  generally  speaking,  typical  of 
the  conditions  prevailing  in  all  the  States  of  the  Union.  It  is  found 
that  7,249  train  accidents  occurred  on  the  interstate  steam  railroads 
in  the  United  States  during  the  period  under  consideration,  resulting 
in  447  deaths  and  8,383  injuries  to  persons. 

Accidents  can  be  classified. — It  is  apparent  from  a  study  of  the 
causes  attributed  to  these  accidents  that  they  may  properly  be  classi- 
fied as  preventable  and  nonpreventable  accidents. 

Preventable  accidents. — Accidents  caused  by  collisions,  spread 
rails,  soft  track,  bad  ties,  irregular  track,  and  negligence  of  em- 
ployees are  preventable,  because  the  responsibility  for  them  can  be 
directly  placed.  They  are  attributable  to  human  fallibility  and  false 
economy  or  failure  to  provide  safe  means  on  the  part  of  the 
companies. 

Nonpreventable  accidents. — Nonpreventable  accidents  are  those 
caused  by  defects  of  equipment,  broken  rails  unforeseen,  and 
malicious  obstructions  on  track,  etc.,  the  responsibility  for  which  can 
not  be  directly  placed. 

Railroad  accidents  on  interstate  steam  railways  in  the  Unite< 
States,  October,  1911,  to  March,  1912,  inclusive. — Tables  are  herewit 
given  listing  the  above-mentioned  accidents,  classified  as  stated,  an 
from  which  it  is  found — 
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Preventable  and  nonpreventable  accidents. 
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Pers 

ons. 

Killed. 

Injured. 

PREVENTABLE  ACCIDENTS. 

Collisions  

3  100 

267 

4  804 

Spread  rails  

145 

4 

'l67 

Soft  track  

188 

3 

93 

Bad  ties  

30 

17 

Irregular  track  

258 

6 

327 

Miscellaneous  roadway  defects  

168 

8 

204 

Negligence  of  employees  

214 

7 

224 

Total  preventable  

4,103 

295 

5  836 

NONPBEVENTABLE  ACCIDENTS. 

Defects  of  equipment  

1.981 

38 

698 

Broken  rails  

277 

22 

768 

Unforeseen  obstructions  on  track  

214 

35 

273 

Malicious  obstructions  on  track  

33 

6 

127 

Miscellaneous  

639 

50 

665 

Sun  kink  

2 

1 

16 

Total  nonpreventable  

3,146 

152 

2,547 

Grandtotal  

7,249 

447 

8,383 

Responsibility     of    preventable     accidents. — Under    the     above- 
lentioned  classifications  it  is  shown  that  preventable  accidents  are 
responsible  for  4,103,  or  56.6  per  cent,  of  all  the  mishaps;  295,  or 
66  per  cent,  of  all  the  deaths;  5,836,  or  69.6  per  cent,  of  all  the 
ijuries;  6,131,  or  69.4  per  cent,  of  all  the  casualties. 

COLLISIONS. 

Collisions  alone  of  all  the  preventable  accidents  are  found  to  be 
sponsible  for  3,100,  or  75.5  per  cent,  of  the  preventable  accidents 
id  42.7  per  cent  of  all  accidents ;  267,  or  90.5  per  cent,  of  the  deaths 
>m  preventable  accidents  and  59.7  per  cent  of  deaths  from  all  acci- 
snts;  4,804,  or  82.3  per  cent,  of  the  injuries  from  preventable  acci- 
lents  and  57.3  per  cent  of  injuries  from  all  accidents;  5,071,  or  82.7 
cent,  of  the  casualties  from  preventable  accidents  and  57.4  per 
of  casualties  from  all  accidents. 

Collisions  have  predominated  during  1912. — Collisions,  in  particu- 
ir,  have  predominated  in  railroad  casualties  during  the  past  year, 
id  early  relief  therefrom  must  be  secured  to  the  public. 
It  is  apparent  from  the  foregoing  that  an  important  step  will  have 
taken  toward  making  railroad  travel  reasonably  safe  and  free 
rom  preventable  accidents  if  this  feature  of  our  railroad  practice  be 
liminated. 

Collisions  are  inexcusable. — Of  all  classes  of  railroad  accidents  col- 
sions  appear  to  be  the  least  excusable.    Strict  adherence  to  the  rules, 
jgulations,  and  other  safeguards  governing  train  operations  would 
lo  away  with  collisions.    They  do  occur,  however,  with  altogether  too 
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great  regularity,  and  are  the  direct  cause  of  most  of  the  casualties 
associated  with  railroad  accidents. 

Cause  of  collisions. — What  is  the  use  of  adopting  rules  for  the  pur- 
pose of  protecting  life  and  limb  and  then  failing  to  comply  with 
them?  What  occasion  exists  for  this  nonobservance  of  rules?  The 
answer  is,  human  fallibility,  and  three  primary  reasons  may  be  given 
for  this  ethical  weakness,  viz,  disobedience,  negligence,  and  incom- 
petency. 

Causes  should  be  removed. — Having  found  the  fundamental  causes 
of  preventable  accidents,  the  problem  in  hand  is  to  accomplish  their 
removal.  It  may  be  said  in  this  connection  that  there  is  probably 
no  industry  in  existence  which  depends  so  largely  upon  the  human 
element  for  its  safe  operation  as  does  a  railway  system ;  also  in  none 
of  the  ordinary  walks  of  life  are  employees  so  well  compensated  for 
services  rendered  as  are,  generally  speaking,  those  of  American  rail- 
ways. Their  hours  of  labor  and  rest  have  also  been  regulated  by 
legislation  to  their  advantage.  The  human  equation  is  manifestly 
the  most  important  element  for  consideration,  and  probably  the  most 
intricate  to  solve. 

Steel  cars  v.  wooden  cars. — In  our  effort  to  eliminate  the  causes 
of  collisions  we  should  confine  ourselves  strictly  to  questions  which 
are  pertinent  to  the  problem.  In  my  judgment  the  wreck-resisting 
qualities  of  steel  and  wooden  cars  should  not  enter  into  consideration, 
because  to  anticipate  the  continuation  of  this  feature  of  railroad 
operation,  with  a  view  toward  the  construction  of  wreck-proof  cars 
and  equipment,  would  be  equivalent  to  a  suggestion  to  the  public 
that  they  should  not  expect  to  obtain  satisfactory  relief  from  pre- 
ventable railroad  accidents. 

Investigations  of  collisions. — A  notable  feature  in  practically  every 
report  of  collisions  is  the  recital  that  one  or  several  employees  failed 
to  do  something  which  they  should  have  done,  and  if  they  had  obeyed 
the  rules  of  the  company  the  collision  and  consequential  casualties 
would  not  have  resulted.  In  this  regard  there  is  a  marked  contrast 
in  sensibility  to  duty  and  appreciation  of  responsibility  to  society 
between  the  railway  employees  of  this  country  and  those  of  European 
railways.  Whenever  the  European  railway  employee  fails  in  per- 
forming his  prescribed  duty  in  train  operation,  and  his  failure  of 
duty  results  in  death  or  injury  to  persons,  he  is  held  accountable  to 
the  State,  and  it  is  an  interesting  fact  that  there  are  even  less  fatalities 
in  connection  with  the  operation  of  railways  in  Germany  than  with 
that  of  the  agricultural  pursuits  of  that  country. 

Automatic  control  of  trains. — Automatic  mechanical  devices  foi 
controlling  train  operation  have  been  suggested  as  being  the  only 
possible  means  for  checkmating  collisions  on  the  railways  in  this 
country. 
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Necessity  for  automatic  train  control  not  established. — The  neces- 
sity for  automatic  control  of  trains  is  not  established  until  we  have 
exhausted  all  means  of  prevention  for  errors  in  train  operation  now 
at  our  command.  Some  justification  will  then  exist  for  seeking  other 
fields  for  a  remedy. 

The  fact  that  European  managers  do  not  consider  such  mechanical 
means  essential  for  safe  operation  of  trains  should  induce  us  to  exer- 
cise caution  in  recommending  measures  of  this  character  for  adoption. 
It  might  be  preferable  to  emulate  the  methods  of  our  foreign  neigh- 
bors, because  no  foreign  country  even  approaches  in  number  the 
preventable  accidents  which  occur  in  this  country  in  railway  opera- 
tions. 

Automatic  train  control  secondary  to  signal  systems. — The  auto- 
matic train-control  device,  if  its  realization  was  within  the  range  of 
possibility,  would  at  the  very  best  be  only  an  auxiliary  to  and  of 
secondary  importance  to  the  signal  system.  This  is  so  because  past 
experiences  have  proven  that  practices  not  essential  to  the  safe 
operation  of  trains  are,  as  a  general  rule,  not  given  the  careful  atten- 
tion that  the  primary  measures  receive. 

Automatic  train  control  versus  automatic  coupler. — Notwithstand- 
ing that  the  inventive  genius  of  man  has  not  yet  been  able  to  devise 
an  automatic  train  control  that  will  work  with  absolute  precision  un- 
der all  climatic  and  other  unexpected  conditions  constantly  arising  in 
train  operation,  argument  has  been  advanced  to  the  effect  that  legis- 
lation should  be  enacted  making  the  adoption  of  such  means  com- 
pulsory on  the  part  of  the  railway  companies  within  a  limited  period 
of  time,  the  point  in  view  being  that  such  action  would  tend  to  spur 
the  railway  companies  into  hastening  the  perfection  of  such  means. 
Legislation  resulting  in  adoption  of  the  automatic  coupler  and  other 
safety  appliances  pertaining  to  cars  and  locomotives  is  cited  as  an 
example  of  what  may  be  accomplished  in  this  direction  by  the  pas- 
sage of  such  laws.  However,  this  legislation  requiring  the  railway 
companies  to  adopt  the  automatic  coupler  was  not  made  effective 
until  many  years  after  the  device  had  been  perfected. 

Its  practicability,  absolute  reliability,  and  worth  had  been  estab- 
lished beyond  a  question  of  doubt  by  severe  service  tests  in  actual 
railroad  practice,  and  it  had  already  been  adopted  by  many  of  the 
leading  railway  companies  in  this  country.  In  this  regard  there  is 
positively  no  similarity  between  the  two  propositions.  The  elimi- 
nation of  the  old  type — link-an-pin  coupler — for  the  automatic  type 
presented  an  entirely  different  problem  from  the  removel  of  the 
human  equation  from  train  operation.  The  former  concerned  the 
employee's  safety  while  in  the  act  of  performing  his  prescribed 
duties,  while  the  problem  in  hand  contemplates  largely  the  passen- 
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gers'  safety  from  the  employee's  failure  or  error  in  performing  his 
prescribed  duties. 

Danger  in  automatic  control  of  trains. — Except,  perhaps,  in  a  very 
few  conceivable  special  cases  it  is  a  question  whether  grave  danger 
does  not  lurk  in  the  introduction  of  a  mechanical  means  that  tends 
to  make  an  automaton  of  a  railway  employee.  This  device  is  likely 
to  make  the  employee  careless  of  the  responsibilities  which  he  has 
assumed.  It  may  cause  him  to  feel  that  he  is  a  mere  supernumerary 
who  has  been  practically  relieved  of  responsibility  in  the  handling 
and  control  of  the  train,  vigilance  over  track,  signals,  flags,  and  in 
fact  will,  to  a  certain  extent,  encourage  the  omission  of  many  of  the 
duties  and  requirements  so  essential  and  necessary  to  insure  the  maxi- 
mum of  safety  in  train  operation. 

Automatic  train  control  with  shift  responsibility. — The  automatic 
train-control  device  might  shift  the  responsibility  of  safe  train  op- 
eration from  the  high-grade  and  long-experienced  engineman  or 
train  operator  to  the  less  experienced  maintainer  of  mechanical  de- 
vices. The  successful  working  of  any  piece  of  mechanism  is  solely 
dependent  at  all  times  on  the  hand  and  mind  creating  it,  so  it  must 
of  need  follow  if  the  human  agency  fails,  either  directly  as  in  the 
first  instance  or  indirectly  as  in  the  second  case,  a  calamity  naturally 
will  result. 

Mechanical  precision  versus  human  precision. — Even  if  we  were  to 
realize  the  ideal  automatic  mechanical  control  of  trains,  it  would 
still  be  extremely  doubtful  if  such  beneficial  results  could  be  ob- 
tained from  the  automaton  as  would  be  possible  of  attainment  from 
the  best  efforts  of  the  human  agency,  because  it  has  been  well  demon- 
strated in  the  past  that  the  skill  of  the  human  hand  is  capable  of  pro- 
ducing results  which  can  not  be  obtained  by  the  most  accurate  ma- 
chinery. No  system  of  mechanical  safeguards  can  be  devised  that 
will  dispense  entirely  with  human  responsibility.  Man's  genius,  with 
all  its  vast  accomplishments  in  mechanical  perfection,  has  not  yet 
succeeded  in  developing  the  "  fool  proof  "  machine,  but  in  every 
operation  there  appears  at  some  point  the  dominating  influence  of 
the  human  mind.  Let  it  relax  or  waver  for  an  instant  and  all  me- 
chanical perfection  is  at  naught. 

American  railways  superior  in  mechanical  equipment. — No  rail- 
ways anywhere  are  better  equipped  with  mechanical  devices  for  safe- 
guarding human  life  than  are  the  railways  of  this  country.  Cars 
and  locomotives  of  the  most  modern  construction,  equipped  with  air 
brakes  of  the  most  efficient  design,  are  in  general  use.  Highly  per- 
fected automatic  signal  systems  designed  to  preclude  the  possibility 
of  collisions  are  in  use  on  many  lines.  Their  use  is  being  extended, 
although  not  so  rapidly  as  might  be.  Yet,  with  all  these  mechanical 
measures,  lives  are  snuffed  out  by  the  score  because  some  human  mind 
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failed.  With  all  our  perfection  in  this  direction  it  begins  to  appear 
as  though  we  are  encouraging  carelessness  among  employees  through 
overconfidence  in  mechanical  perfection. 

American  employee  versus  European  employee. — It  is  doing  the 
American  employee  an  injustice  to  contend  that  he  is  inferior,  men- 
tally and  physically,  to  his  European  brother,  and  therefore  that  it  is 
necessary  to  devise  mechanical  means  to  perform  the  services  society 
is  entitled  to  and  which  the  employee  is  in  duty  obligated  to  render. 
If  it  is  possible  for  the  European  railway  manager,  the  American 
manufacturer,  business  man,  contractor,  and  the  Government  to  ob- 
tain absolute  reliability  and  precision  from  their  employees,  it 
ought  not  to  be  impossible  for  the  American  railway  companies  to 
get  the  same  attention  to  duty  and  precision  from  their  employees. 

Railway  employees  should  be  sensible  of  their  del>t  to  society. — The 
railway  employee  should  understand  that  a  railway  is  a  quasi-public 
corporation,  and  that  when  he  accepts  employment  with  it  he  becomes 
a  quasi-public  servant,  and  owes  the  same  duty  and  responsibility  to 
society  as  the  company  that  employs  him. 

Remedy  should  be  devised  for  fallibility  in  railway  employees. — 
Since  the  foregoing  statistics  show  that  human  fallibility  is  responsi- 
ble for  59.7  per  cent  of  the  deaths  and  57.4  per  cent  of  the  casualties 
resulting  from  all  accidents  for  the  period  under  consideration,  it  is 
apparent  that  serious  investigation  must  be  made  to  find  an  effective 
remedy.  This  is  especially  true  since  it  has  been  demonstrated  that 
it  is  not  impossible  to  obtain  reliability  and  precision  from  such  em- 
ployees in  other  countries  and  from  employees  in  the  other  industries 
of  this  country. 

Relations  between  railway  managers  and  employees. — There  should 
be  closer  working  relations  between  the  managers  and  employees  of 
railways  for  purpose  of  encouraging  open  and  free  discussion  on  the 
subject  of  safety.  The  problem  of  making  men  trustworthy  and  de- 
pendable, if  approached  in  the  right  direction,  will  not  be  found  the 
hopeless  task  it  is  often  assumed  to  be.  Some  of  the  railway  com- 
panies have  already  formed  "  safety  committees,"  with  this  very 
object  in  view.  Their  slogan  is  "  safety  first."  They  cooperate  with 
all  employees  in  devising  measures  of  safety  for  the  protection  of 
life  and  limb  in  all  branches  of  railway  operation,  and  methods  of 
this  kind  should  be  extended  and  encouraged. 

Railway  employees  should  be  amenable  to  State. — What  has  been 
accomplished  by  Germany  and  other  European  countries  in  check- 
mating preventable  accidents  in  railroad  operation  by  making  rail- 
road employees  amenable  to  the  State  for  faithful  attendance  to  and 
performance  of  their  duties,  might  well  be  done  in  this  country. 
Thus  far,  however,  when  effective  disciplinary  measures  have  been 
suggested  as  a  remedy  for  human  fallibility  or  carelessness  in  rail- 
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road  operation,  the  difference  in  the  sociological  and  political  condi- 
tions existing  here  have  been  set  forth  as  an  insurmountable  obstacle. 
Even  though  a  majority  of  the  European  countries  are  in  advance 
of  us  on  this  question,  a  start  has  only  been  made  in  the  direction  of 
eliminating  the  human  equation  from  railroad  operation.  Can  it 
be  that  the  American  people,  the  most  efficient  on  earth,  should  con- 
tinue to  be  led  by  Europe?  A  new  idea  can  not  be  perfected  with- 
out some  experiment,  and  until  an  honest  attempt  is  made  to  find 
out  how  far  the  methods  in  vogue  in  the  European  countries  may  be 
relied  upon  in  this  country,  it  will  not  be  known  to  what  extent 
sociological  and  political  conditions  enter  as  factors  into  this  problem. 

The  railway  employees'1  interest  in  collective  measures. — The  oper- 
ation of  railway  trains  is  fast  developing  into  an  important  and 
superior  vocation,  and  all  right-minded  employees  are  beginning  to 
realize  the  necessity  for  the  introduction  of  effective  means  to  pro- 
tect them  from  the  dangers  attendant  on  the  negligent  acts  of  incom- 
petent, careless,  or  indifferent  employees.  It  is  conducive  to  their 
own  interests  and  safety  to  encourage  and  advance  such  projects. 

Remedy  for  fallibility  in  railway  employees. — To  accomplish  this 
purpose,  it  may  be  necessary  for  the  State  to  go  beyond  the  corporate 
entity  and  its  executive  officers  and  hold  each  individual  employee 
responsible  for  the  proper  and  safe  performance  of  his  individual 
duty.  This  may  be  brought  about  in  many  different  ways,  and  it  is 
suggested  that  it  may  be  effected  in  the  following  manner : 

Employees  engaged  in  train  operation  should  be  required  by  law  to 
serve  an  apprenticeship  of  a  sufficient  duration  to  qualify  themselves 
for  the  position  they  seek.  Before  the  applicant  is  permitted  to  serve 
in  any  capacity  in  train  service,  he  should  be  examined  by  a  competent 
State  board  of  examiners  as  to  his  physical  and  mental  qualification. 
Such  examinations  and  tests  should  be  graduated  so  as  to  meet  the 
requirements  of  the  different  grades  of  the  service,  and  a  license  must 
define  the  kind  of  service  the  applicant  may  perform.  The  State 
must  reserve  the  right  to  revoke  the  license  for  good  cause ;  same  may 
be  renewed  only  upon  satisfactory  showing. 

Many  of  the  States  have  for  a  number  of  years  been  enforcing  this 
very  idea  against  the  practitioners  of  medicine,  lawyers,  dentists,  un- 
dertakers, electricians,  horseshoers,  plumbers,  stationary  enginemen, 
barbers,  and  others  for  no  other  purpose  than  to  protect  society,  anc 
it  is  needless  to  add  that  excellent  results  have  been  secured.  As  f ai 
as  the  public  is  concerned  it  is  difficult  to  understand  how  the  ability 
and  requirements  of  the  doctor,  pharmacist,  dentist,  and  others  are 
of  greater  importance  to  society  than  that  of  railway  employees,  and 
if  it  is  possible  to  reduce  indiscretions  and  incompetency  in  the  classes 
mentioned  by  effective  State  legislation,  it  should  not  be  difficult 
extend  similar  legislation  to  railway  employees. 
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State  laivs  bearing  on  omissions  of  duty. — Some  of  the  States  of  the 
Union  now  have  laws  upon  their  statute  books  making  the  omission  of 
duty  of  railway  employees  a  misdemeanor. 

The  Minnesota  law  reads  as  follows : 

5002.  Other  violations  of  duty. — Every  engineer,  conductor,  brakeman,  switch- 
tender,  train  dispatcher,  or  any  other  officer,  agent,  or  servant  of  any  railway 
company  who  shall  be  guilty  of  any  willful  violation  or  omission  as  such  officer, 
agent,  or  servant,  by  which  human  life  or  safety  shall  be  endangered,  for  which 
no  punishment  is  specially  prescribed,  shall  be  guilty  of  a  misdemeanor. 

The  Minnesota  law,  however,  makes  it  incumbent  upon  the  county 
in  which  the  accident  occurred  to  prosecute.  Very  often  the  counties 
do  not  prosecute,  and  it  may  be  desirable  to  have  these  laws  broad- 
ened so  as  to  make  it  obligatory  upon  the  State  to  require  the  attorney 
general  to  assist  in  the  prosecution  of  all  omissions  of  duty  whereby 
persons  are  either  killed  or  injured. 

Defective  roadway. — The  foregoing  table  also  shows  that  789  of 
the  preventable  accidents  were  caused  by  defective  track,  resulting 
in  21  deaths  and  808  injuries  to  persons.  Insignificant,  you  might 
properly  say,  compared  with  the  casualties  resulting  from  collisions ; 
however,  they  would  not  have  occurred  if  the  railway  companies  had 
provided  a  safe  roadway  for  the  operation  of  their  trains.  The  fact 
that  14  per  cent  of  the  casualties  from  preventable  accidents  are  due 
to  this  very  cause  is  of  sufficient  moment  to  merit  earnest  considera- 
tion, and  it  is  suggested  that  careful  thought  be  given  the  matter  of 
requiring  State  supervision  of  all  railway  roadways,  including  track, 
ties,  switches,  bridges,  etc. 

Broken  rails. — The  table  also  shows  that  broken  rails  were  the 
source  of  277  of  the  nonpreventable  accidents,  causing  22  deaths  and 
768  injuries  to  persons,  or  a  total  of  790  casualties.  Compared  with 
the  4,103  preventable  accidents,  which  caused  295  deaths  and  5,836 
injuries  to  persons,  or  a  total  of  6,131  casualties,  it  demonstrates 
beyond  question  that  rail  failures  are  not  the  main  agent  of  railway 
disasters,  as  the  public  has  been  led  to  believe. 

K  forts  toward  attainment  of  ideal  rail. — There  is  probably  no 
topic  associated  with  railroads  that  has  been  or  is  at  the  present  time 
being  subjected  to  such  thorough  study,  experiment,  and  research  as 
are  railroad  rails.  Several  eminent  bodies,  composed  of  the  ablest 
engineers  and  metallurgists  in  this  country,  have  been  for  some  time 
past,  and  are  still,  conducting  experiments  and  tests  for  the  purpose 
of  getting  the  ideal  rail,  and  their  efforts  have  been  marked  by  con- 
siderable progress. 

Investigations  of  rail  failures. — Many  investigations  have  been 
made  of  rail  failures.  It  is  not  claimed  that  rails  break  from  their 
own  inherent  shortcomings,  and  it  does  not  seem  that  rails  which 
have  safely  stood  shipment  from  the  mills,  handling,  and  placing 
into  track,  should  fail  from  their  own  innate  weakness. 
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These  examinations  indicate  that  breakages  occur  in  rails  consti- 
tuted of  either  good  or  poor  quality  metal.  The  failures  are  largely 
caused  by  unusual  strains  which  are  induced  by  severe  and  abnormal 
service  conditions  to  which  rails  are  subjected,  in  which  may  be 
included  shocks  from  broken  or  flat  wheels,  defective  counterbalance, 
wheels  out  of  round,  defective  track,  improper  fastening  of  rails 
upon  ties,  and  other  like  circumstances  that  would  tend  to  produce 
such  strains.  Approximately  55  per  cent  of  rails  broken  may  be 
classified  as  being  of  good  metal ;  the  remaining  45  per  cent  consists 
of  rails  of  poor  quality  metal. 

By  term  "  poor  quality  "  is  meant  rails  proving  themselves  defec- 
tive after  having  been  subjected  to  service  and  cover  such  defects 
as  segregation  of  constituents,  unsoundness,  brittleness,  faulty  roll- 
ing, including  pipe,  old  seam,  flow  of  metal,  split  head,  crushed  head, 
split  web,  broken  base,  and  other  shortcomings,  many  of  which  de- 
fects it  would  be  impossible  to  discover  at  the  mill. 

Rail  failures  during  cold  weather. — These  examinations  also  show 
that  the  largest  number  of  rail  failures  occur  during  winter  months 
and  especially  during  periods  of  extremely  cold  weather.  This  being 
the  case,  it  appears  railroad  travel  might  perhaps  be  rendered  safer 
if  the  speed  of  heavy  passenger  trains  were  restricted  within  moderate 
limits  during  at  least  the  era  of  extreme  temperatures. 

American  rails  v.  European  rails. — While  rail  breakages  are  prac- 
tically unknown  on  European  railways,  the  foreign  rails  are  not  by 
any  means  superior  to  American  rails.  However,  the  European 
roadbed,  as  a  general  rule,  is  far  superior  to  the  American  roadbed, 
because  it  is  much  better  built  and  drained.  The  rails  are  screwed 
in  well-preserved  ties,  and  these  are  bedded  with  utmost  care  to 
secure  that  permanent  evenness  and  smoothness  of  surface  that  is  so 
essential  for  the  adequate  and  proper  support  for  the  rails  and 
the  loads. 

Wheel  loads  on  railroad  rails. — In  England  the  greatest  allowable 
or  safe  weight  per  driving  wheel  to  be  borne  by  rail  for  the  Atlantic 
(4-4-2)  and  American  (4-4-0)  types  of  locomotives  is  22,400  pounds ; 
for  the  Pacific  (4-6-2)  and  Prairie  (2-6-2)  types,  19,000  pounds. 

On  the  State  railways  of  Germany  and  Italy  the  allowable  or  safe 
weight  per  driving  wheel  is  18,150  pounds.  Tests  and  experiences  of 
these  foreign  railways  were  their  guides  in  determining  the  safe 
limits  of  wheel  pressures. 

In  the  United  States  the  average  wheel  load  has  increased  from 
about  22,000  pounds  in  1885  to  48,000  pounds  in  1907  and  since  then 
these  loads  have  been  further  increased.  During  the  same  period 
the  weight  of  rail  in  main  track  has  increased  from  about  65  to  75 
pounds  per  yard  to  85  and  100  pounds  per  yard,  which  heavier 
weights  now  generally  predominate. 
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The  very  marked  contrast  just  cited,  between  the  wheel  loading  on 
rails  in  Europe  and  this  country,  indicates  that  the  effect  of  the 
wheel  load  on  rail  might  be  a  very  profitable  topic  for  further  con- 
sideration and  study. 

The  Interstate  Commerce  Commission,  in  its  report  of  the  accident 
on  the  Lehigh  Valley  Railroad,  near  Manchester,  N.  Y.,  August  25, 
1911,  states : 

These  examinations  *  *  *  should  take  up  the  securing  of  measurements 
in  the  track  of  the  actual  fiber  stresses  which  are  caused  by  new  types  of 
locomotives,  in  order  to  obtain  information  from  which  to  judge  of  the  severity 
of  the  strains  to  which  the  track  is  daily  subjected;  in  fact,  track  conditions, 
as  they  exist  at  the  present  time,  should  be  dealt  with  to  the  most  minute 
detail. 

Rails  must  be  properly  supported. — It  is  well  recognized  that  rails 
must  be  properly  supported  and  held  in  place ;  i.  e.,  the  ties  support- 
ing the  rails  must  be  of  sufficient  size  and  number  to  safely  carry  the 
loading  intended;  they  must  be  so  firmly  and  substantially  bedded 
as  to  prevent  rails  from  being  submitted  to  any  abnormal  strains  by 
deflections  induced  by  passing  wheels. 

That  this  point  is  important  is  demonstrated  from  a  study  of  the 
causes  of  broken  rails,  from  which  it  is  found  a  great  many  breakages 
have  occurred  right  at  or  near  places  where  tie  renewals  had  just 
been  made.  Old  bed  is  often  disturbed  more  or  less  in  putting  in 
new  ties  and  not  sufficient  attention  is  given  in  all  cases  to  tamping 
and  bedding  new  ties,  which  omission  results  in  an  irregularity  in 
the  surface  of  the  bed  of  the  rail,  so  that  enough  shock  is  induced  by 
a  passing  wheel  to  cause  the  rail  to  break. 

Rails  must  not  be  mistreated. — Rails  are  of  a  molecular  structure 
and  should  not  be  unnecessarily  submitted  to  blows  from  hammers, 
track  mauls,  or  otherwise.  Such  practices  should  especially  be 
avoided  in  cold  weather. 

'Relief  from  broken  rails  promised. — If  the  effective  work  now 
being  done  by  those  engaged  in  the  preparation  of  the  ideal  rail  was 
augmented  by  a  similar  effective  educational  work  treating  with  the 
proper  care  of  rails  and  roadbed  among  the  track  forces  of  the  railway 
companies,  the  prospects  for  the  elimination  of  rail  failures  would 
indeed  be  bright.  It  is  suggested  that  this  end  may  be  accomplished 
by  cooperation  with  the  forces  preparing  the  new  standard  specifica- 
tions for  rails,  viz,  the  American  Railway  Association,  American 
Railway  Engineering  Association,  American  Society  for  Testing  Ma- 
terials, American  Society  of  Civil  Engineers,  and  with  those  engaged 
in  the  management  of  railways. 

Defects  of  equipment. — It  is  also  noted  from  the  table  that  defects 
of  equipment  caused  1,981,  or  about  63  per  cent,  of  all  the  nonprevent- 
able  accidents.  They  were  the  source  of  38  deaths  and  698  injuries 
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to  persons ;  16  more  deaths  occurred  from  this  source  than  from  broken 
rails.  This  class  of  accidents  leads  by  far  all  the  classified  causes 
under  the  heading  "  Nonpreventable  accidents,"  and  as  it  is  well 
known,  defective  equipment  frequently  causes  broken  rails.  It  ap- 
pears this  feature  of  our  railroad  practice  also  merits  serious  consid- 
eration and  study.  It  is  suggested  that  measures  be  devised  for  a 
more  thorough  and  efficient  system  of  inspection  of  all  equipment. 
These  methods  of  inspection  should  be  so  thorough  that  it  would  pre- 
vent any  but  good-order  cars  and  locomotives  to  be  placed  in  trains. 

Errors  in  railroad  operation. — When  effective  remedies  have  been 
devised  and  introduced  for  correcting  the  several  foregoing  defects 
in  our  railway  operations,  viz,  collisons,  defective  track,  broken  rails, 
and  defective  equipment,  relief  will  have  been  obtained  from  87.7  per 
cent  of  all  railroad  accidents,  79.4  per  cent  of  all  deaths,  and  87.1  per 
cent  of  all  injuries  to  persons  resulting  from  such  accidents,  and 
when  these  ends  have  been  accomplished  it  will  then  be  time  enough 
to  devise  means  for  the  elimination  of  the  remaining  12.3  per  cent  of 
the  nonpreventable  accidents  that  iiave  not  then  removed  themselves 
by  sympathetic  contact  with  the  effective  applications. 

Automatic  block  signals. — Wonderful  progress  has  been  made  in 
the  development  and  perfection  of  the  automatic  block  signal,  a 
device  designed  to  safeguard  the  movements  of  trains.  The  effi- 
ciency and  reliability  of  this  method  of  signal  protection  can  prob- 
ably best  be  illustrated  by  reference  to  the  experience  gained  from 
such  installation  by  one  of  our  western  railways.  The  company  re- 
ferred to  has  454  of  these  signals  in  use;  they  afford  protection  to 
100  miles  of  single-track  roadway  and  to  331  miles  of  double-track 
roadway.  During  the  year  1911  these  signals  performed  8,426,990 
movements  in  actual  service,  out  of  which  number  only  five  false 
clear  indications  resulted,  and  as  these  false  indications  were  immedi- 
ately discovered  by  those  in  charge  of  their  maintenance,  the  safe 
movements  of  trains  were  not  affected  by  the  failures.  One  of  the 
failures  was  caused  by  defective  lubrication  of  mechanism ;  the  other 
four  were  attributed  to  faulty  construction.  This  is,  indeed,  a  very 
remarkable  showing,  and  emphasizes  in  the  strongest  terms  that  the 
possibility  of  obtaining  a  false  clear  signal  indication  from  this  now 
perfected  system  of  signaling  is  very  remote. 

That  most  gratifying  results  are  obtainable  from  the  use  of  auto- 
matic block  signals,  properly  designed  and  installed,  is  demonstrable 
from  the  experience  of  all  who  have  used  them  in  train  operation, 
because  their  use  reduces  to  a  certain  extent  the  opportunities  for  the 
human  agency  to  err.  and  as  their  use  also  affords  adequate  protec 
tion  to  train  movements,  they  are  of  inestimable  value  in  safeguard- 
ing these  movements. 
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Many  miles  of  the  improved  type  of  automatic  block  signals  have 
been  installed  and  placed  in  use  by  the  railways  in  this  country  for 
no  other  reason  than  that  of  availing  themselves  of  the  advantages 
obtainable  by  the  adoption  of  such  means  for  safeguarding  and 
expediting  train  movements. 

No  question  now  remains  but  that  the  public's  interest  in  the  safe 
operation  of  trains  would  be  materially  furthered  and  safeguarded 
if  the  introduction  of  the  modern  efficient  automatic  block-signal 
systems  were  required  to  be  extended  to  include  all  lines  of  railways 
where  the  prevailing  traffic  conditions  could  be  materially  improved 
thereby.  These  extensions  should  also  include  all  lines  that  are  now 
handling  important  traffic  with  inadequate,  obsolete,  or  antiquated 
signaling  devices. 

Interlocking  plants. — There  are  probably  no  safety  devices  of 
greater  importance  to  the  public  welfare  in  railroad  operation  than 
those  protecting  and  safeguarding  train  movements  over  railroad 
crossings  and  through  junction  points  at  grade  and  over  drawbridges. 
While  it  is  true  that  the  various  States  have  in  the  past  interested 
themselves  very  effectively  in  seeing  to  it  that  ample  protection  was 
afforded  from  errors  in  train  operation  at  these  points,  traffic  condi- 
tions have  changed  so  materially  during  the  past  decade  that,  as  a 
general  proposition,  the  States'  efforts  in  this  direction  have  not 
kept  pace  with  the  changed  operating  methods. 

In  this  connection  it  is  extremely  desirable  and  to  the  mutual 
benefit  of  both  the  public  and  the  railway  companies  if  the  rules 
and  regulations  affecting  the  construction  and  maintenance  of  these 
safety  devices  be  uniform  in  the  essential  features.  These  rules  and 
regulations  when  finally  prepared  must  be  flexible  enough  so  as  to 
be  workable  and  practical  under  all  varying  operating  conditions, 
and  it  appears  that  this  end  can  best  be  accomplished  by  the  collabo- 
ration of  those,  who  are  familiar  with  the  operating  conditions  exist- 
ing in  the  various  parts  of  the  country. 

With  this  object  in  view  the  railway  commissions  of  the  States  of 
Indiana,  Illinois,  Wisconsin,  and  Minnesota,  through  their  engineers 
and  signal  experts,  have  been  at  work  for  the  past  18  months  in  the 
preparation  of  a  uniform  system  of  rules  and  regulations  for  the 
construction,  operation,  and  maintenance  of  interlocking  plants.  The 
last  conference  was  held  in  the  offices  of  the  Minnesota  Railroad  and 
Warehouse  Commission  in  St.  Paul  on  September  27,  1912.  The 
work  is  now  so  far  advanced  that  it  will  be  submitted  to  the  four 
above-named  commissions  for  approval  at  an  early  date,  and  it  is 
suggested  that  all  the  State  commissions,  in  behalf  of  public  safety, 
interest  themselves  in  the  work  so  far  accomplished  in  this  direction, 
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either  by  new  suggestions  or  approval  of  the  system  of  rules  now 
being  prepared  and  about  to  be  adopted  by  the  above-named  State 
commissions. 

Laws  affecting  railway  operation. — Laws  regulating  the  number  of 
men  constituting  train  crews,  or  the  experience  these  men  must  have 
before  they  can  enter  the  train  service,  have  been  passed  in  21  States 
of  the  Union. 

Laws  regulating  the  number  of  hours  of  service  of  the  employees 
engaged  in  train  service  have  been  enacted  in  25  States  and  by  the 
Federal  Government. 

Laws  regulating  the  kind  of  cabooses  to  be  used  in  train  operations 
have  been  enacted  in  16  of  the  States. 

Laws  regulating  the  kind  of  headlights  to  be  used  on  locomotives 
have  been  enacted  in  16  of  the  States. 

Locomotive  boiler  inspection  legislation  has  been  enacted  in  seven 
of  the  States,  and  also  by  the  Federal  Government. 

Ostensibly,  the  purpose  of  these  and  other  laws  regulating  train 
operation,  is  to  protect  society  from  the  effects  attendant  upon  the 
occurrence  of  errors  in  such  operations  and  it  is  probable  if  all  these 
laws  were  rigidly  enforced,  that  some  measure  of  additional  safety 
might  be  realized  in  this  direction.  It  is  a  fact,  however,  that  the 
legislation  now  existing  for  the  public  safety  has  had  very  little  effect 
toward  removing  the  most  prolific  cause  of  railway  fatalities,  viz., 
human  fallibility,  and  unless  more  effective  means  are  devised 
whereby  this  week  point  in  our  railway  practice  be  eliminated,  and 
this  is  susceptible  of  accomplishment,  our  efforts  toward  approxi- 
mating perfect  safety  in  railroad  operation  must  impress  the  public 
as  not  having  been  earnestly  or  intelligently  undertaken. 

State  laws. — The  lack  of  uniformity  and  the  varying  degrees  to 
which  State  laws  affecting  railroad  operation  are  enforced  in  the 
different  States  is  very  marked.  The  measure  of  safety  which  the 
public  is  demanding  from  errors  in  railroad  operation  can  not  be 
expected  to  be  realized  without  uniform  and  concerted  action  on  the 
part  of  the  different  States  whose  duty  it  is  to  care  for  the  public 
interests  in  this  respect. 

The  advisability  and  fairness  of  some  of  the  State  laws  now  exist- 
ing and  affecting  train  operations  are  also  open  to  question. 

Laws  regulating  railroad  operation  should  ~be  uniform  and  fair. — 
Because  of  the  confusion  which  now  exists  in  the  different  State  laws, 
it  appears  that  both  the  interests  of  the  public  and  the  railway  com- 
panies in  the  matter  of  safety  from  errors  in  railroad  operation  would 
be  materially  advanced  if  all  legislation  pertaining  to  railroad  opera- 
tion was  made  uniform  in  so  far  as  the  basic  principles  are  concerned 
and,  necessarily,  in  the  preparation  of  corrective  measures  of  this 
character,  the  local  or  varying  conditions,  climatic  or  otherwise,  must 
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be  carefully  studied  and  considered  to  the  end  that  these  rules  and 
regulations  when  finally  prepared  to  expedient,  fair  and  practical. 

There  is  probably  no  other  organization  in  this  country  that  can 
accomplish  as  much  in  the  way  of  effecting  means  for  the  elimination 
of  railway  accidents  and  their  attendant  fatalities  as  the  National 
Association  of  Railway  Commissioners,  because  its  membership  con- 
sists of  representative  men  from  every  State  in  the  Union  who  are 
constantly  in  close  touch  with  the  various  railway  operating  condi- 
tions existing  in  every  part  of  the  country.  The  knowledge  gained 
by  them  in  observing  the  needs  of  the  different  States  places  them  in 
u  position  to  study  the  defects  in  railway  operation  above  others  and 
ultimately  to  intelligently  devise  and  recommend  means  for  their 
correction.  Thus  it  would  appear  that  wonderful  results  may  be 
accomplished  for  the  welfare  of  society  in  this  direction  by  the  earnest 
cooperation  of  the  different  States. 


In  connection  with  the  report  of  our  committee,  we  desire  to  submit 
the  following  documents  as  being  pertinent  to  the  subject  matter  of 
.  this  report : 

Letter  of  Mr.  H.  W.  Belnap,  chief  inspector  safety  appliances  In- 
terstate Commerce  Commission  (see  Exhibit  I),  and  the  several 
documents  (not  printed  with  this  report)  referred  to  in  his  letter, 
viz:  (a)  Interstate  Commerce  Commission:  Report  of  accident  on 
the  line  of  the  Lehigh  Valley  Railroad  near  Manchester,  N.  Y., 
August  25,  1911.  (6)  Interstate  Commerce  Commission:  Investi- 
gation of  accident  on  the  Chicago,  Milwaukee  &  St.  Paul  Rail- 
way at  Odessa,  Minn.,  December  18,  1911.  (c)  Interstate  Commerce 
Commission :  Fourth  Annual  Report  of  Block  Signal  and  Train  Con- 
trol Board,  December  26,  1911.  (d)  Interstate  Commerce  Commis- 
sion :  Report  of  accident  on  the  Great  Northern  Railroad  near  Sharon, 
S.  Dak.,  December  30,  1911.  (e)  Interstate  Commerce  Commission: 
Report  of  accident  on  the  Wabash  Railroad  near  West  Lebanon,  Ind., 
March 7, 1912.  (/)  Interstate  Commerce  Commission:  Investigation 
of  accident  on  the  Delaware,  Lackawanna  &  Western  Railroad  near 
East  Oorning,  N.  Y.,  July  4,  1912.  (g)  Interstate  Commerce  Com- 
mission: Report  of  an  accident  on  the  New  Orleans  &  Northeastern 
Railroad  near  Eastabuchie,  Miss.,  May  6,  1912.  (h)  Railroad  and 
Warehouse  Commission,  Illinois :  Investigation  of  a  rear-end  collision 
on  the  Chicago,  Burlington  &  Quincy  Railroad  at  Western  Springs, 
111.,  July  14,  1912.  (i)  Address  of  the  Hon.  C.  C.  McChord,  of 
the  Interstate  Commerce  Commission,  delivered  in  Milwaukee,  Wis., 
on  the  work  of  the  Federal  Government  for  the  prevention  of  railroad 
iccidents. 
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We  desire  also  to  submit  for  your  consideration,  in  connection  with 
this  report,  letter  from  the  Hon.  Frank  E.  Payne,  of  the  railroad 
commission  of  Indiana,  received  too  late  for  consideration  at  the 
Chicago  meeting  (see  Exhibit  II),  together  with  pamphlet  entitled 
"Indiana  Railroad  Laws,"  session  of  1911  (not  printed). 

EXHIBIT  I. 

INTERSTATE  COMMERCE  COMMISSION, 

DIVISION  OF  SAFETY  APPLIANCES, 

Washington,  D.  <?.,  October  12,  1<>1>. 
Mr.  WILLIAM  KILPATRICK, 

Secretary  Railroad  and  Warehouse  Commission,  Springfield,  III.  . 

DEAR  MB.  KILPATBICK  :  This  will  acknowledge  receipt  of  your  letter  of  October 
7,  relative  to  the  call  for  a  meeting  of  the  committee  on  safety  appliances  of  the 
National  Association  of  Railroad  Commissioners,  about  which  we  had  some  con- 
versation when  I  was  in  Chicago  last. 

I  am  exceedingly  sorry  that  I  can  not  possibly  be  present  at  this  meeting,  as 
I  am  now  engaged  in  an  investigation  of  the  unfortunate  accident  on  the  New 
York,  New  Haven  &  Hartford  Railroad,  which  precludes  the  possibility  of  my 
meeting  with  your  committee. 

I  am  inclosing  herewith  a  copy  of  the  paper  prepared  by  Commissioner 
McChord  and  read  in  Milwaukee,  which  deals  in  a  general  way  with  the  acci- 
dent situation.  It  contains  some  valuable  statistics  that  I  am  certain  you  can 
use.  This  paper  deals  with  the  question  of  trespassers,  boiler  inspection,  steel 
cars,  the  necessity  for  automatic  train  stops  and  the  necessity  for  a  uniform 
code  of  rules  and  signals,  all  of  which  subjects  I  feel  certain  you  will  wish  to 
deal  with.  I  am  also  inclosing  a  copy  of  the  reports  made  upon  a  number  of 
accidents  treating  of  the  question  of  steel  rails  and  steel  cars,  as  well  as  copy 
of  the  last  annual  report  of  the  block  signal  and  train  control  board  con- 
taining the  board's  recommendations  as  to  the  necessity  for  automatic  signals 
and  train-control  devices ;  all  of  this  data  will  probably  be  of  service  to  you. 

I  note  by  the  last  report  of  the  National  Association  of  Railroad  Commis- 
sioners that  these  matters  were  dealt  with,  and  it  seems  to  me  that  they  can 
not  be  too  strongly  urged  in  the  way  of  providing  greater  safety  to  the  travel- 
ing public  as  well  as  the  railroad  employees. 

The  accident  bulletin  covering  the  fiscal  year  just  past  is  not  yet  ready  for 
release,  so  that  it  is  impossible  to  give  you  any  data  as  to  the  year  ending  June 
30,  1912,  but  as  soon  as  this  bulletin  is  printed  a  copy  will  be  sent  to  you. 

The  necessity  for  uniform  train  rules  and  for  some  mechanical  devices  that 
will  stop  a  train  in  the  event  of  the  engineman's  failure  to  do  so  when  signals 
are  set  against  him  is  becoming  more  and  more  apparent  each  day.  The  ex- 
cellent report  of  the  Illinois  Railroad  and  Warehouse  Commission  upon  the 
Western  Springs  accident  very  clearly  brings  out  this  fact.  Constantly  recurring 
disasters  have  aroused  the  public  mind  to  such  a  state  that  if  the  railroad 
companies  themselves  do  not  make  some  effort  to  install  devices  of  this  characte 
I  believe  there  will  be  drastic  legislation  introduced  that  will  compel  them  to 
so.  We  are  informed  that  the  Chicago  &  Eastern  Illinois  Railroad  is  now 
installing  108  miles  of  a  train-control  system,  and  I  trust  that  this  is  only  the 
beginning  and  that  other  trunk  lines  will  rapidly  follow  along  this  line  and 
develop  devices  of  this  character. 

If  there  is  any  other  information  which  you  desire,  I  will  be  glad  to  furnish 
the  same,  if  it  is  possible  to  do  so,  upon  application  from  you. 

With  best  wishes,  I  am,  respectfully,  yours, 

H.  W.  BELNAP, 

Chief  Inspector  of  Safety  Appliances. 
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EXHIBIT  II. 

RAILROAD  COMMISSION  OF  INDIANA, 

Indianapolis,  October  Uh  1912. 
Hon.  WILLIAM  KILPATRICK, 

Secretary  Railroad  and  Warehouse  Commission, 

178  Jackson  Boulevard,  Insurance  Exchange  Building,  Chicago,  HI. 

DEAR  SIR  :  It  is  possible  that  on  account  of  other  engagements  I  will  be  un- 
able to  attend  the  meeting  of  the  committee  on  safety  called  for  Wednesday, 
October  16,  1912.  I  desire,  however,  to  call  your  attention  to  several  laws  that 
were  enacted  by  the  last  session  of  the  Indiana  Legislature  at  the  instance  of 
the  Indiana  Railroad  Commission  which  we  think  tend  to  safety.  I  am  sending, 
under  separate  cover,  copy  of  the  railroad  laws  passed  by  the  Indiana  Legisla- 
ture of  1911,  and  desire  to  call  your  attention  to  page  42,  section  2,  which  I 
have  marked  with  blue  pencil,  which  is  a  law  enacted  by  the  last  legislature 
pertaining  to  clearances.  There  has  been  no  national  legislation  on  this  sub- 
ject, and  this  commission  tried  for  several  years  to  have  the  American  Railway 
Association  provide  or  indicate  a  clearance  that  would  be  satisfactory  to  all 
railroads,  but  without  success,  so,  as  stated  above,  this  commission  had  this 
law  enacted,  and  we  are  getting  very  good  results  from  it. 

On  page  54,  chapter  188,  you  will  find  an  act  to  amend  an  act  to  promote  the 
safety  of  passengers,  employees,  etc.  This  is  a  law  that  gives  the  Indiana 
Railroad  Commission  the  right  to  prescribe  efficient  block-signal  systems  for 
railroads.  Since  this  law  was  enacted  we  have  been  able  to  secure  over 
$1,000.000  worth  of  block  signals  in  the  State  of  Indiana,  and  this  was  dis- 
tributed over  points  which,  in  the  opinion  of  the  commission,  were  mostly  in 
need  of  protection.  A  national  law  on  this  subject,  in  my  opinion,  would  be  of 
great  benefit  in  enhancing  the  safety  of  employees  and  travelers  on  railroads. 

On  page  59,  chapter  224,  you  will  find  a  law  entitled  "An  act  requiring  steam 
and  interurban  railroad  companies  to  install  and  maintain  highway-crossing 
signs  at  grade  crossings."  The  commission  feels  that  'this  law  has  been  of 
great  benefit  in  preventing  accidents  on  highways  in  the  State  of  Indiana.  You 
will  note  that  this  law  requires  the  words  "  Two  crossings  "  on  signs  when  rail- 
roads parallel  in  close  proximity  to  each  other.  Also  the  word  "Danger"  in 
red  or  black  letters  placed  across  the  sign  as  a  reminder  to  persons  crossing 
railroad  tracks.  Before  this  law  was  enacted,  however,  the  commission  was 
acting  in  this  matter,  and  most  of  the  railroads  had  complied  with  the  request 
of  the  commission  and  had  erected  signs  to  conform  with  this  law.  In  1908 
there  were  70  travelers  on  highways  killed  by  railroads  in  the  State  of  Indiana ; 
in  1909,  55 ;  in  1910,  42 ;  and  in  1911,  52.  We  consider  this  a  remarkably  good 
showing,  because  since  the  advent  of  the  automobile  travel  on  highways  has 
been  greatly  increased. 

The  commission  also  tried  to  have  passed,  but  failed,  at  the  last  session  of 
the  legislature  a  law  requiring  automobiles  and  all  high-power  machines  on 
highways  to  stop  before  crossing  railroads  at  grades  outside  of  the  city  limits. 
We  still  believe  this  to  have  been  a  step  in  the  direction  of  safety,  and  will 
attempt  to  have  it  passed  at  the  next  session  of  the  Indiana  Legislature. 

The  Indiana  commission  advocated  at  the  last  session  of  the  legislature  a 
trespasser  law,  but  was  unable  to  have  it  passed.  There  was  killed  in  Indiana 
In  1908,  161  trespassers;  in  1909,  162;  in  1910,  164;  and  in  1911,  202.  You  will 
note  that  this  last  has  been  increasing  year  by  year,  and  that  the  commission 
Is  powerless  to  do  anything  in  the  matter,  unless  provided  with  adequate  laws 
to  regulate  same  by  legislation. 
71466—13 25 
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There  may  be  some  other  matters  iu  this  pamphlet  that  will  be  of  interest  to 
you  and  to  the  committee,  and  I  recommend  it  to  your  careful  consideration. 
With  best  wishes  to  yourself  and  to  the  committee,  I  am, 
Very  truly,  yours, 

FRANK  E.  PAYNE,  Commissioner. 

The  only  criticism  your  committee  desire  to  make  on  the  letter  of 
Commissioner  Payne  is  that  he  laments  the  lack  of  Federal  statutes 
covering  the  several  matters  mentioned,  while  at  the  same  time  re- 
marking upon  the  success  attending  the  administration  of  the  same 
matters  under  the  provisions  of  the  Indiana  statutes.  It  appears  to 
your  committee  that  with  the  multiplicity  of  duties  already  assigned 
to  the  Interstate  Commerce  Commission  the  matters  referred  to  in 
Commissioner  Payne's  letter,  together  with  numerous  other  matters, 
could  very  properly  and  effectively  be  administered  by  the  railroad 
commissions  of  the  individual  States. 

Respectfully  submitted. 

WM.  KILPATRICK,  Chairman. 

D.    F.    JURGENEM. 

D.  J.  PALMER. 

Mr.  AITCHISON,  of  Oregon.  I  move  that  the  report  be  received 
and  ordered  printed. 

The  motion  was  carried. 

The  PRESIDENT.  The  next  to  be  considered  is  the  report  of  the  com- 
mittee on  telephone  and  telegraph  rates  and  service,  of  which  Com- 
missioner Winnett,  of  Nebraska,  is  chairman.  I  think,  however,  that 
the  report  is  in  the  hands  of  Mr.  Watson,  a  member  of  the  committee. 

Before  you  proceed,  Mr.  Watson,  I  want  to  call  to  the  attention  of 
the  meeting,  in  order  that  you  may  not  be  disappointed  in  the  end, 
that  we  have  this  report;  we  have  a  report  of  the  committee  on 
accounts  and  statistics  of  electric  railways ;  powers,  duties,  and  work 
of  State  railway  commissions;  and  railway  service  and  railway 
accommodations  yet  to  be  presented.  I  have  not  any  knowledge  of 
how  long  these  reports  are. 

Then  we  have  the  report  of  the  committee  on  rates  and  rate  mak- 
ing, and  that  of  legislation,  which  are  still  open  for  discussion,  if 
desired.  We  have  as  a  special  order  of  business  the  consideration  of 
methods  of  doing  work  in  State  railway  commissions,  which  was  spe- 
cially provided  for  in  the  call.  We  have  still  the  order  of  business  of 
considering  the  special  questions  propounded  by  members  of  this 
association  and  provided  for  by  the  executive  committee  as  an  order 
of  business. 

There  are  those  here,  I  believe,  who  wish  to  consider  some  ques- 
tions and  the  reports  of  the  special  committees  yet  to  be  made,  the 
committee  on  memorials  and  the  committee  on  complimentary  reso- 
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lutions,  as  well  as  one  or  two  other  minor  matters  I  can  not  recall 
just  now. 

I  outline  what  is  before  the  meeting,  in  order  that  you  may  proceed 
in  accordance  with  your  desires. 

REPORT  OF  COMMITTEE  ON  TELEPHONE  AND  TELEGRAPH  RATES 

AND  SERVICE. 

Mr.  WATSON,  of  Oklahoma.  In  view  of  the  unfinished  business 
yet  before  us,  I  think  it  would  be  well  enough  for  me  to  submit  this 
report  without  reading.  It  contains  about  12  pages,  and  I  presume 
every  member  has  a  copy  of  it,  so  that  they  can  read  it  themselves. 
There  may  be  some  matter  of  business  that  is  more  important  than 
this,  to  which  the  association  would  like  to  devote  more  time  than 
to  this  report.  If  there  is  no  objection,  I  can  just  submit  the  report 
with  a  few  comments. 

The  PRESIDENT.  If  you  are  conversant  with  the  character  of  the 
report,  perhaps  you  might  outline  it  without  reading  it. 

Mr.  WATSON,  of  Oklahoma.  I  have  read  it  over  a  time  or  two. 
There  are  some  things  in  it  in  which  I  wholly  concur  and  some  things 
in  which  I  do  not  altogether. 

As  many  of  us  know,  the  telephone  business  in  the  United  States 
is  a  business  that  has  been  inaugurated  since  a  number  of  us  have 
been  in  business.  At  one  time  it  was  a  new  business,  although  I 
presume  it  is  getting  a  little  older  now.  In  my  own  State  of  Okla- 
homa we  have  control  of  the  telephone  business,  as  we  do  also  of 
the  telegraph  business. 

We  have  paid  particular  attention  to  the  telephone  business  in 
many  respects,  and  since  the  telephone  business  and  the  telephone 
rates  are  under  the  control  of  the  corporation  commission,  we  have 
used  all  of  our  energy,  as  best  we  could,  to  prevent  two  systems  in 
the  same  town.  I  think  that  is  an  unnecessary  burden  upon  the 
people  of  those  towns.  I  do  not  know  of  a  town  anywhere  in  the 
State  of  Oklahoma  that  has  two  telephone  systems  in  it.  There  were 
one  or  two  that  started  out  before  the  commission  came  into  power, 
but  one  or  the  other  has  dropped  out,  and  there  is  only  one  system  in 
a  town  at  the  present  time.  While  many  of  the  older  States  possibly 
could  not  do  so  well,  because  they  started  out  before  commissions 
began  the  regulation  of  the  rates  and  the  control  of  the  business, 
we  find  that  it  is  more  economical  to  the  people  of  our  towns  and 
cities  to  have  only  one  system  in  a  town,  and  the  corporation  com- 
mission regulates  the  rates  of  those. 

We  find  another  thing  on  investigation  that  in  some  of  the  towns 
and  cities  of  our  State  the  rates  have  been  complained  of,  and  we 
have  proceeded  to  regulate  and  establish  what  we  considered  a  fair 
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and  legitimate  rate.  But  in  order  to  do  that  we  have  to  go  in  and 
take  a  valuation  of  the  entire  property  of  that  town.  In  one  town  in 
particular  we  found  after  taking  the  valuation  of  property  in  the 
town  we  had  to  count  off  depreciations  that  were  necessary.  While 
this  report  in  some  instances  provides  for  depreciation  of  2  per  cent 
and  some  5  and  some  8,  our  commission,  in  order  to  reach  all  the 
telephone  stations  of  our  State,  provides  a  10  per  cent  depreciation, 
which  we  thought  was  fair,  in  view  of  the  fact  that  sometimes  we 
have  electrical  storms,  sleet,  etc.,  that  break  up  their  lines  to  a  con- 
siderable extent.  Unless  you  allow  a  fair  depreciation  they  can  not 
well  build  those  lines  every  few  years,  as  sometimes  those  unavoid- 
able accidents  may  occur  two  years  in  succession  and  then  again  may 
not  occur  for  four  or  five  years. 

But  in  that  particular  town  we  allowed  the  10  per  cent  deprecia- 
tion and  then  fixed  the  rates  there  at  $1.50  for  residence  phones  and 
$2.25  for  business  phones,  which  give  the  company  operating  in  that 
town,  which  is  the  Bell  telephone  system,  about  10.2  per  cent  divi- 
dends upon  the  investment.  That  may  sound  to  some  people  a  little 
extravagant,  but  the  people  asked  for  that  rate  and  we  gave  it  to 
them.  Perhaps  if  they  had  asked  for  a  little  lower,  when  we  came 
to  count  all  the  depreciations  and  what  that  plant  would  earn  the 
people  we  possibly  may  have  made  a  little  lower  rate.  But  we  find 
it  is  very  satisfactory  to  the  people  in  a  good  many  instances  where 
we  give  them  a  rate  which  allows  a  good  earning  for  the  company. 

As  to  telegraph  business,  we  have  two  or  three  systems  in  our 
State.  The  price  is  very  much  the  same.  The  commission  has  au- 
thority to  fix  the  rates.  If  there  are  two  or  three  telegraph  systems 
in  a  town  we  do  not  find  they  are  of  any  disadvantage,  because  it  is 
not  a  burden  upon  the  people  like  the  telephone  business. 

To  go  back  to  the  telephone  business  in  this  town  where  we  fixed 
the  local  rate  for  the  town,  it  also  has  a  long-distance  connection. 
When  we  came  to  fix  the  rates  there  we  had  to  fix  the  system  of 
the  State  as  a  whole,  from  the  fact  that  we  did  not  know  where  to 
draw  the  line  on  the  operating  plant  in  one  city  between  that  of 
another  city.  That  we  .have  under  consideration  yet,  and  have  not 
fixed  a  rate  upon  the  long-distance  service.  As  a  matter  of  fact,  we 
have  not  finished  up  that  investigation  to  the  satisfaction  of  the 
commission  sufficiently  to  fix  a  rate. 

In  fixing  rates  for  telephones  we  find  a  great  deal  of  trouble.  It  is 
different  entirely  from  the  railroad  business,  because  there  are  no 
two  plants  of  the  same  valuation  or  the  same  investment.  Hence  you 
have  to  take  every  system  of  every  plant  in  each  town  as  a  separate 
one  and  fix  rates  for  that  one  line. 

My  observation  has  been  that  I  would  rather  have  two  railroad 
systems  like  we  have  in  Oklahoma  than  the  telephone  business  in  the 
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State  so  far  as  fixing  rates.  It  takes  a  great  deal  more  time  and  is 
more  trouble  to  handle  than  the  fixing  of  rates  for  the  railroads, 
because  in  the  railroad  business  you  can  sometimes  make  a  blanket 
rate  apply  to  all  the  railroads  in  a  State,  whereas  in  the  telephone 
business  you  can  not  fix  a  blanket  rate  and  do  justice  to  all  telephone 
systems  in  the  State.  Hence  we  have  to  take  every  one  as  a  separate 
plant,  and  we  can  not  make  a  rate  in  a  town  or  city  with  a  certain 
population  to  apply  to  another  one  of  a  similar  population,  or  even 
similar  use  of  phones  in  these  cities. 

The  cost  of  installation  and  building  the  plant  is  entirely  different 
in  every  town  and  city  in  the  State.  So  we  have  to  consider  each 
and  every  one  separate. 

I  believe  that  is  about  all  I  want  to  say. 

Mr.  MILLS',  of  Minnesota.  I  move  that  the  report  be  received  and 
printed. 

The  motion  was  carried. 

(The  report  in  full  is  as  follows:) 

REPORT  OF  COMMITTEE  ON  TELEPHONE  AND  TELEGRAPH  RATES 

AND  SERVICE. 

In  so  far  as  notice  has  come  directly  to  your  committee,  or  in- 
directly through  complaints  lodged  with  commissions,  there  seems 
to  be  little  controversy  at  the  present  time  between  the  public  and 
the  telegraph  companies  regarding  either  rates  or  service.  No 
marked  abuses  nor  suggestions  of  needed  reforms  have  been  brought 
to  our  attention  as  demanding  consideration.  Your  committee 
will,  therefore,  touch  only  incidentally  thereon,  and  this  paper  will 
treat  particularly  with  the  vital  and  more  urgent  subject  of 

TELEPHONE  RATES  AND  SERVICE. 

The  history  of  the  telephone  business  has  been  made  within  the 
memory  of  men  who  have  not  yet  passed  the  meridian  of  life.  Con- 
ceived in  1876,  it  was  still  in  its  swaddling  clothes  in  1886.  Speaking 
at  the  first  telephone  convention  ever  held,  which  was  in  Niagara 
Falls  in  1880,  one  of  the  delegates  said:  "There  was  no  one  company 
that  could  say  it  was  making  a  cent,  nor  even  that  it  expected  to 
make  a  cent." 

The  pathway  of  its  development  is  strewn  with  obsolete  devices, 
fraudulently  obtained  franchises,  court  injunctions,  evidences  of 
shrewd  but  unscrupulous  promoters,  overdrawn  bank  accounts, 
and  the  odor  of  a  campaign  of  false  representation  that  has  been 
the  cause  of  thousands  of  honest  investors  losing  their  savings. 
Regardless  of  all  these  things  the  business  has  grown  by  leaps  and 
bounds,  and  to-day  is  only  excelled  in  point  of  service  by  the  Post 
Office  Department. 
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The  United  States  leads  all  other  nations  in  this  development, 
70  per  cent  of  all  of  the  telephones  of  the  world  being  in  use  here, 
with  the  demand  increasing  each  year.  What  percentage  of  the 
population  will  eventually  require  telephone  service  can  not  at  this 
time  be  approximated,  but  we  believe  it  is  safe  to  predict  that  the 
business  is  hardly  one-half  developed. 

The  by-law  under  which  this  committee  is  expected  to  act  confines 
its  duties  to  the  investigation  of  "rates  and  service,"  but  such 
investigation  immediately  opens  up  the  entire  telephone  subject. 
Your  committee  will  not  presume  to  settle  these  questions  by  recom- 
mendation of  action  by  this  association  at  the  present  time,  but  will 
as  briefly  as  possible  call  attention  to  some  things  that  should  be 
thoroughly  and  carefully  considered  before  any  definite  action  is 
taken,  and  attempt  through  suggestions  and  questions  to  indicate 
lines  of  inquiry  necessary  to  be  followed  before  satisfactory  solution 
of  the  many  points  at  issue  can  be  hoped  for. 

Shall  we  encourage  open  competition,  comparative  monopoly 
under  regulation,  or  Government  ownership  in  the  telephone  business  ? 
With  the  question  of  Government  ownership  we  are  not  at  present 
concerned,  and  it  is  not  in  the  province  of  this  committee  to  give  it 
consideration. 

Competition,  on  lines  as  it  has  existed  in  the  past,  has  not  been  an 
unmixed  blessing,  nor  has  it  brought  about  the  beneficial  results 
which  its  advocates  have  prophesied  for  it.  Legitimate  competition 
has  helped  enormously  to  extend  the  use  of  the  telephone,  has  been 
an  excellent  school  of  experience  for  many,  and  has  in  most  cases  had 
the  effect  no  doubt  of  keeping  rates  within  bounds.  But  as  com- 
petitors learned  more  about  the  business  they  have,  with  the  growth 
of  their  systems  and  the  communities  they  served,  increased  their 
rates  to  the  level  of  the  companies  whose  rates  it  was  originally  pro- 
posed to  force  down.  In  many  cases  this  was  not  because  of  hypocrisy 
or  dishonesty  of  purpose,  but  rather  because  of  a  lack  of  practical 
knowledge  as  to  cost  of  operation  and  maintenance  of  plant,  and 
many  of  the  stockholders  have  paid  the  penalty  in  loss  of  returns  on 
the  money  invested  or  in  depreciation  in  value  of  investment. 

In  the  development  of  this  competition  the  stock  jobber  also  had 
his  harvest,  and  many  millions  of  the  people's  money  were  absorbed 
in  chimerical  schemes  whose  promoters  promised  cheap  rates,  better 
service,  and  large  dividends,  or  large  " slices  of  juicy  melons"  to  be 
cut  when  the  competitors  should  have  been  frightened  into  buy- 
ing them  off  at  enormous  profits,  but  which  promises  were  seldom 
fulfilled  nor  the  hopes  of  stockholders  often  realized. 

It  was  natural  that  these  things  should  happen  in  a  business  that 
was  little  known,  and  which  on  the  surface  and  to  the  uninitiated 
appeared  to  be  run  on  so  small  a  per  cent  of  operating  expense.  The 
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outcome  has  been,  for  the  most  part,  a  serious  disappointment,  and 
an  economic  waste  in  the  unnecessary  duplication  of  service  which 
approximates  $10,000,000  per  annum.  (These  figures  are  based  on 
an  estimate  that  at  least  250,000  subscribers  are  forced  to  use  the 
service  of  both  companies  where  dual  systems  are  established.)  And 
yet  has  not  this  competition,  so  far  as  it  was  legitimate,  had  its  proper 
place  in  the  general  scheme  of  development,  in  that  it  has  made 
expansion  possible  beyond  the  ability  of  any  one  company  to  meet? 
In  some  communities  the  demand  has  been  so  unprecedented  as  to 
exceed  the  history  of  the  world  in  the  matter  of  the  adoption  of  any 
other  new  principle  or  device. 

Has  it  not  had  an  appreciable  effect  in  the  controlling  of  rates 
which,  with  great  demand,  would  have  been  unable  to  resist  the  temp- 
tation to  increase  beyond  reason?  And  has  it  not  in  fact  been  a 
controller,  or  governor,  which  has  held  in  restraint  the  possible  arro- 
gance of  a  monopoly,  secure  in  its  position  of  noninterference  and 
regardless  of  its  integrity  or  duty  to  the  public,  before  its  regulation 
was  attempted  or  could  be  effectively  accomplished  ?  Has  this  danger 
been  removed,  now  that  the  regulation  of  the  telephone  business  is 
rapidly  coming  under  the  control  of  State  commissions  and  govern- 
mental authority? 

If  so,  and  such  regulation  is  shown  to  be  effective,  then  viewing 
the  problem  in  the  light  of  past  history,  will  the  ultimate  result  be 
accomplished  by  permitting  the  business  to  be  conducted  as  a 
monopoly  under  such  restraints  as  the  laws  now  provide  ?  Will  the 
public  in  fact  benefit  by  the  elimination  of  the  great  economic  waste, 
occasioned  by  duplication  of  plant,  service,  and  overhead  costs,  or  will 
such  monopoly  find  some  excuse  or  subterfuge  for  absorbing  the 
saving  and  adding  it  to  surplus  and  dividends? 

Will  such  monopoly  realize  that  it  will,  under  such  conditions, 
become  more  than  ever  the  servant  of  the  public  and  that  its  duties 
to  the  public  will  be  more  sacred  and  more  exacting  ?  In  the  modern 
social  and  business  development,  telephone  communication  is  not  only 
a  great  convenience,  butf  a  necessity,  and  if  such  necessity  is  controlled 
by  a  monopoly  it  should  be  possible  for  every  person  desiring  the 
service  to  obtain  it  at  reasonable  rates,  consistent  with  legitimate 
requirements  and  due  regard  to  financial  returns  to  the  company. 

Will  such  a  monopoly,  if  granted,  rise  to  the  situation  of  continuing 
without  break  to  meet  the  unsatisfied  demand  for  telephone  expansion, 
inviting  the  public  to  join  with  it  in  the  great  enterprise  and  to  become 
its  partner  in  the  performance  of  the  duties  and  in  reaping  the  legiti- 
mate rewards  on  the  investment,  or  will  it  prefer  to  shrink  within 
itself,  refusing  to  meet  demands  for  extension  beyond  such  as  can  be 
made  by  investment  of  surplus  reserves,  and  become  arrogant  and 
grasping  ? 
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The  record  of  the  past  would  hardly  justify  a  prophecy  along  these 
lines.  Business  discretion,  common  sense,  prudence,  and  judgment 
would  hardly  entertain  the  proposition ;  and  if  none  of  these  consid- 
erations would  be  controlling,  self-interest  would  lead  to  the  better 
practice.  Assuming  first  that  it  will  be  possible  to  find  the  fair  and 
equitable  basis  on  which  to  calculate  a  reasonable  return,  then  the 
public  should  in  many  ways  be  benefited  by  the  merging  of  the 
telephone  in  the  hands  of  one  management,  thus  securing  the  benefit 
of  the  full  development  without  duplication  of  charges. 

Regulation  as  contemplated,  giving  proper  attention  to  all  elements 
necessary  to  consider  in  determining  correct  value,  restricting 
capitalization  to  its  true  relation  to  investment  and  authorizing  rates 
which  are  reasonable,  and  which  will  provide  sufficient  earnings  to 
keep  the  property  up  to  full  value  and  pay  legitimate  dividends,  will 
do  much  to  quiet  the  unrest  of  the  present  situation. 

The  effect  of  such  regulation  must  eventually  result  in  removing 
the  demand  of  investors  for  abnormal  profits  because  of  precariousness 
or  uncertainty  of  return,  in  that  such  regulation  is  in  itself,  at  least 
inferentially,  a  guarantee  of  the  integrity  of  investments  and  divi- 
dends. 

It  will  also  remove  the  much-quoted  excuses  for  demanding  specu- 
lative dividends  because  of  great  risks.  It  will  clear  up,  through 
proper  publicity  and  frank  disclosure  of  affairs,  the  mystery  sur- 
rounding operation,  capitalization,  and  profits,  which  is  always  a 
prolific  source  of  irritation,  complaint,  and  suspicion  on  the  part  of 
the  public. 

Finally,  it  will  remove  obstacles  to  the  earning  of  adequate  rates, 
because  such  rates  can  be  obtained  through  the  approval  of  an  inter- 
mediary in  which  the  public  has  confidence  through  a  sense  of  rep- 
resentation. The  great  majority  of  patrons  are  quite  willing  to 
grant  and  pay  adequate  rates  if  it  can  only  be  assured  of  the  neces- 
sity therefor  and  enlightened  as  to  the  reasonableness  of  the  demand. 

Rates  will  thus  be  stripped  of  all  mystery  or  appearance  of  coercion, 
and  the  public  will  be  satisfied  that  the  rates  are  not  made  merely 
to  quench  an  unholy  thirst  for  inordinate  profits  and  enforced  through 
the  generally  interpreted  prerogative  of  the  corporation  that  "might 
makes  right." 

RATES. 

The  evidence  in  hearings  had  before  commissions  in  various  States 
shows  conclusively  that  rates  have  not  been  built  up  on  any  hard 
and  fast  rules  or  strictly  scientific  basis  with  reference  to  cost  of 
service,  investment,  or  the  various  classifications  of  the  service,  but 
rather  have  been  the  outgrowth  of  adjustments  which  in  the  judg- 
ment of  the  companies  gave  promise  of  the  best  results  for  expansion 
of  business.  This  has  resulted  to  some  extent  in  furnishing  service 
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below  remunerative  rates  to  certain  classes  at  the  expense  of  other 
classes.  The  underlying  reason  has  apparently  been  the  develop- 
ment of  business  on  a  very  broad  scale  with  the  expectation  or  hope 
that  when  developed  to  the  approximate  limit  it  would  then  be  possi- 
ble, if  necessary,  to  more  equitably  adjust  rates  between  classes. 

The  value  and  cost  of  service  have  necessarily  entered,  but  have 
not  been  the  controlling  features.  The  aim  seems  to  have  been  to 
secure  returns  on  the  general  average  over  considerable  areas,  differ- 
ing widely  as  to  the  condition  and  character  of  the  communities 
served  and  the  rates  applicable  thereto.  The  dominant  factor  seems 
always  to  have  been  expansion. 

Many  of  the  companies,  especially  in  the  large  and  densely  popu- 
lated centers,  realize  fully  the  fact  that  rates  so  made  are  not  scien- 
tifically correct,  and  readjustments  have  been  attempted  in  many 
places.  It  seems,  from  testimony  and  explanations  examined,  that 
the  general  trend  and  desire  is  toward  schedules  based  on  the  service 
rendered,  especially  as  applied  to  business  phones;  but  many  of  the 
companies  feel  that  to  apply  such  schedules  to  residence  phones 
would  drive  away  a  large  proportion  of  that  class  of  patrons,  or 
would  at  least  seriously  retard  further  expansion,  thus  reducing  the 
value  of  the  service  at  the  command  of  all  subscribers. 

To  overcome  this  objection  many  propose  that  the  flat  rate  shall 
continue  to  be  applied  to  residence  and  farm  service,  and  where  the 
maximum  rates,  so  adjusted  as  not  to  drive  away  or  interfere  with 
extension  of  business,  are  still  short  of  fair  returns,  such  shortage 
shall  be  added  to  the  rates  charged  on  the  other  classes.  Much 
might  be  said  both  for  and  against  such  a  plan,  but  the  limitations  of 
this  report  will  not  admit  of  taking  up  all  the  points  in  such  detail  as 
would  be  necessary  for  a  full  and  comprehensive  discussion  of  the 
whole  subject. 

Until  such  time  as  the  measured  service  can  be  established  and  the 
call  is  made  the  unit  of  service,  we  must  deal  with  the  question  of  a 
blanket  rate  for  service  of  a  given  character,  such  as  farm  lines,  vil- 
lages and  towns  having  exchanges  of  a  certain  number  of  drops,  and 
a  given  standard  of  construction.  Otherwise  there  must  be  an  in- 
vestigation of  each  individual  exchange,  making  such  inquiry  with 
sufficient  care  to  establish  a  rate  that  may  be  justified,  but  not  neces- 
sarily uniform  when  applied  to  a  given  county  or  district. 

If  the  latter  method  is  to  be  adopted  and  it  is  demonstrated  that 
one  plant  in  ten  has  been  constructed  and  is  being  operated  by  per- 
sons of  more  than  average  ability,  for  which  reason  earnings  are  in 
excess  when  comparison  is  made  with  the  90  per  cent  who  by  educa- 
tion, experience,  and  natural  ability  are  not  up  to  100  per  cent  in 
business  efficiency,  shall  the  10  per  cent  be  punished  by  a  reduction 
in  income? 
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Suppose  8  per  cent  is  fixed  as  a  reasonable  income,  and  under  like 
conditions  of  construction  and  operation  one  company  can  earn  10 
per  cent  and  another  6  per  cent,  shall  we  lower  the  rates  of  one  and 
raise  the  other  ?  Or  shall  we  find  the  value  of  the  service  in  each  of 
a  classification  of  plants  according  to  size,  taking  a  given  number  of 
plants  of  each  class,  giving  due  consideration  to  the  efficiency  of 
service  and  construction,  and  then  fix  rates  which  will  be  equitable, 
applying  same  to  all  exchanges  coming  reasonably  near  to  such  clas- 
sification as  above  contemplated? 

It  must  also  be  remembered  that  a  comparison  of  rates  of  one 
company  with  another  may  be  of  little  or  no  value.  It  should 
always  be  made  with  caution  and  due  regard  to  the  class  of  con- 
struction, the  policy  pursued  in  regard  to  maintenance  and  the 
extent  and  efficiency  of  plant  placed  at  subscriber's  service.  Again, 
how  shall  we  differentiate  between  rates  of  a  company  which  is 
strictly  local  in  its  scope  and  another  which,  with  the  same  local 
equipment,  appreciably  adds  to  the  value  of  its  service  by  enabling 
its  patrons  to  enjoy  unlimited  toll  connections,  and  which  must  of 
necessity  keep  its  local  equipment  in  better  condition  in  order  to 
make  such  toll  service  efficient  and  satisfactory? 

What  proportion  of  present  rates  shall  be  considered  as  an  equi- 
table charge  for  this  readiness  to  serve  which  is  rendered  at  substantial 
cost,  or  for  making  comparisons  between  companies  fully  serving 
their  patrons  in  this  regard  and  others  who  do  not  or  do  so  only 
in  part?  What  shall  be  the  measure  of  difference  in  the  value  of 
the  service,  and  how  shall  it  be  defined? 

While  considering  this  question  of  rates,  it  is  proper  to  note  that 
there  are  other  questions  suggesting  themselves  regarding  the  toll 
proposition,  which  so  far  as  we  can  find  have  not  been  very  seriously 
considered  in  most  of  the  cases  brought  to  notice,  How  shall  we 
segregate  the  exchange  from  the  toll  service?  What  part  of  the 
exchange  equipment  shall  be  considered  as  an  adjunct  of  the  toll 
lines?  What  proportion  of  the  value  of  subscribers'  stations  shall 
be  assignable  to  the  toll  service?  What  part  of  the  toll  revenue 
shall  be  considered  as  earned  within  and  what  part  without  the 
respective  exchanges  serving  as  terminals  in  making  connections? 
If  some  apportionment  is  made  along  these  lines,  or  on  some  other 
basis,  then  what  proportion  of  the  operating  expenses  of  the  ex- 
changes shall  be  assigned  to  the  toll  service  ? 

These  questions  are  important  and  must  be  solved  before  any 
definite  conclusions  may  be  reached  regarding  the  reasonableness  or 
.adequacy  of  rates  generally,  and  to  solve  them  satisfactorily  will 
require  much  time  and  patient  research. 

Practically  the  first  question  to  be  solved  when  regulation  of  any 
public  utility  is  proposed  is,  on  what  value  shall  the  company  be 
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permitted  to  earn  returns?  And  immediately  we  are  confronted 
with  the  perplexing  puzzle  as  to  what  constitutes  the  proper  basia 
of  value. 

Shall  we  take  the  cost  of  plant  as  disclosed  by  the  books?  Most 
of  the  companies  will  emphatically  answer  substantially  as  follows: 

No;  because  much  of  our  installation,  extension,  and  betterments  were  not  charged 
on  the  books  to  plant  account,  but  a  large  part  of  such  expenditures  were  in  fact 
charged  to  operating  and  maintenance  expense.  Then,  too,  our  plant  account  does 
not  contain  any  charges  for  supervision,  interest  during  construction,  or  cost  of  build- 
ing up  the  business.  These  were  in  the  past  all  charged  to  general  or  operating 
expenses. 

An  experience  coming  under  our  direct  notice  demonstrated  this: 
That  after  demanding  that  plant  values  should  be  increased  mate- 
rially because  of  the  reasons  given,  the  interested  parties  urged  with 
equal  force  that  the  earnings  during  the  period  had  not  been  sufficient 
to  constitute  a  fair  return,  and  that  the  extra  dividends  which  the 
stockholders  should  have  had,  but  had  foregone,  should  be  calcu- 
lated with  interest  and  the  amount  added  to  plant  value  under  the 
guise  of  "Cost  of  establishing  the  business."  These  parties  either 
failed  or  refused  to  recognize  the  inconsistency  of  their  position,  in 
that  for  purposes  of  valuation  they  insisted  on  taking  from  operating 
expenses  certain  amounts  and  adding  to  value,  but  wished  to  leave 
operating  expenses  intact  when  considering  returns  to  stockholders. 

This  procedure  lends  itself  to  juggling  which  in  the  final  result 
equals  positive  deception.  In  the  presentation  a  company  may 
claim  greater  value  than  is  shown  by  the  books  or  insufficient  re- 
turns, but  not  both;  when  insisting  on  a  readjustment  of  accounts 
as  to  capital  it  must  also  submit  to  the  same  readjustment  as  to 
operating  accounts,  and  the  result  is  readily  demonstrated  by  a 
hypothetical  example  bearing  close  relation  to  the  case  in  mind. 

We  will  assume  that  a  certain  plant  has  a  value  as  shown  by  the 
books  of  $100,000,  the  revenue  for  a  year  is  $30,000,  general  expense 
$2,500,  operating  expense  $9,000,  maintenance  and  depreciation 
$12,500,  leaving  a  profit  of  $6,000.  Now,  when  under  investigation 
the  question  of  value  comes  up,  it  is  claimed  that  of  the  amounts 
shown  to  have  been  expended  for  operation,  portions  thereof  should 
in  fact  have  been  charged  to  plant  account,  because  they  were  for 
extensions  and  betterments  as  follows:  General  expenses,  account 
supervision  and  other  overh'ead  charges,  $500;  operating  expense, 
$1,000;  maintenance  and  depreciation,  $2,500;  making  a  total  of 
$4,000  erroneously  charged  to  operating  expense  and  now  trans- 
ferred to  plant  account.  An  inventory  or  physical  valuation  bears 
out  the  claim,  and  a  readjustment  of  the  accounts  would,  if  carried 
to  its  proper  conclusion,  show  as  follows:  Plant,  $104,000;  operating 
revenue,  $30,000;  general  expense,  $2,000;  operating  expense,  $8,000; 
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depreciation  and  maintenance,  $10,000;  profit,  $10,000.  The  profit 
in  the  first  instance  are  6  per  cent  on  value,  while  under  readjustment 
of  accounts  the  profits  are  shown  to  be  in  fact  9.6  per  cent,  and  the 
claim  for  addition  to  capital  by  reason  of  shortage  in  returns  to 
stockholders  is  defeated  by  the  company's  own  showing. 

Shall  we  take  an  inventory,  and  if  so,  shall  the  physical  value  as 
found  have  added  to  it  a  going  concern  value  as  well  as  the  necessary 
overhead  charges  for  engineering,  supervision,  interest  during  con- 
struction and  contingencies,  and  shall  we  adopt  a  theoretical  per- 
centage in  each  case  or  by  a  minute  and  laborious  investigation 
determine,  if  possible,  the  actual  cost  of  the  items  enumerated  hi 
each  instance  ?  Then,  when  the  proper  basis  is  determined  upon  and 
applied,  shall  we  use  the  replacement  value  new  or  the  value  in  its 
present  depreciated  condition? 

It  will  be  found  generally  among  the  so-called  "Bell  companies" 
that  a  general  and  well-defined  policy  as  to  maintenance  arid  depre- 
ciation has  been  followed  and  that  as  to  them  the  conditions  do  not 
vary  to  any  appreciable  extent.  But  there  are  many  other  com- 
panies which  are  following  plans  and  policies  of  their  own,  unwilling 
or  unable  to  take  advantage  of  the  lessons  taught  by  the  practical 
experience  of  the  past. 

How  shall  we  find  averages,  adjust  differences,  or  make  intelligent 
comparisons  between  companies  whose  policies  have  been  so  dia- 
metrically opposite  as  the  following:  First,  a  company  which  has 
endeavored  to  build  substantially,  adopting  from  time  to  time  the 
latest  and  most  approved  instrumentalities  and  devices  known  to  the 
art,  applying  economic  and  efficient  management,  making  proper 
provision  for  maintenance  and  depreciation,  and  whose  constant 
effort  is  directed  toward  the  conservation  of  the  plant,  meeting 
conscientiously  its  duty  in  the  matter  of  rendering  good  service  to 
its  patrons  and  looking  to  the  public  sense  of  justice  and  the  future 
for  ample  reward.  Second,  a  company  which  has  adopted  makeshift 
methods  of  putting  together  the  cheapest  class  of  material,  which 
barely  gives  service  above  the  quality  which  would  lose  patronage, 
which  gives  consideration  to  maintenance  only  to  the  extent  of  merely 
holding  its  parts  together,  making  no  provision  for  depreciation, 
and  whose  hungry  stockholders,  careless  of  the  future,  look  only  to 
immediate  speculative  dividends  or  seek  to  harass  competitors  into 
a  forced  purchase  at  large  margin  over  cost  rather  than  to  upbuild  a 
permanent  and  useful  institution  which,  serving  its  patrons  efficiently 
at  reasonable  rates,  will  pay  only  modest  returns. 

The  picture  may  to  many  seem  overdrawn,  but  a  study  of  the 
history  and  present  condition  of  the  telephone  industry  will  show 
some  companies  answering  to  one  or  the  other  description,  while  the 
country  is  strewn  with  the  wrecks  of  those  which  have  succumbed 
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to  a  general  penny-wise  policy.     Eventually,  in  one  way  or  another, 
the  public  must  pay  for  such  errors  or  cupidity. 

The  question  before  us  is,  How  can  we  protect  the  public  against 
such  practices  and  guard  it  from  loss,  either  in  investments  or  unwar- 
ranted duplication  of  service  entailing  double  costs?  Shall  we,  so 
far  as  the  law  will  warrant,  refuse  to  permit  competition  to  exist  or 
to  be  established,  thereby  practically  lending  our  energies  toward  the 
establishment  of  a  monopoly,  or  shall  we  rather  bend  our  efforts 
toward  forcing  the  delinquent  companies  to  give  better  service? 
By  lowering  rates  to  fit  the  poorer  class  of  service  and  smaller  invest- 
ment, shall  we  make  it  unprofitable  to  continue  such  policy  and  thus 
create  an  incentive  to  bring  all  plants  up  to  their  highest  possible 
development  and  efficiency  of  service  so  as  to  reap  the  reward  of 
higher  rates  and  assured  permanency. 

SERVICE. 

Constant  improvement  in  devices  and  training  of  operators  has 
improved  service  to  such  an  extent  that  those  who  have  been  edu- 
cated up  to  it  are  unwilling  to  put  up  with  such  methods  as  appeared 
satisfactory  a  few  years  ago.  If  the  average  time  of  getting  a  con- 
nection on  a  given  exchange  five  years  ago  was  10  seconds,  and  has 
been  gradually  reduced  to  5  seconds,  patrons  previously  well  satisfied 
with  10-second  service  will  not  endure  it  now. 

Many  additional  features  are  being  demanded  in  service,  and  it  is 
probably  true  that  the  larger  telephone  companies  may  be  depended 
upon  to  keep  abreast  of  developments  and  the  reasonable  demands 
of  the  public. 

There  can  be  no  question  of  the  value  of  the  service  of  the  large 
companies  in  their  efforts  to  train  men  as  experts  along  special  lines, 
and  to  thoroughly  test  every  new  device  as  to  its  practicability  before 
adoption  and  installation.  Thousands  of  small  companies  have  been 
built  and  operated  as  a  "hit  and  miss"  proposition.  They  have 
become  a  dumping  ground  for  semiobsolete  material  and  devices.  In^ 
view  of  the  rapidly  improving  methods,  they  have  necessarily  been 
left  behind  in  the  matter  of  efficient  service,  and  this  condition  is 
likely  to  continue  with  the  weaker  companies.  This  is  also  further 
proven  by  comparison  of  the  maintenance  and  depreciation  accounts 
of.  the  one  class  of  companies  with  those  of  the  other.  Material  of 
enormous  value  has  been  junked  in  order  that  new  and  more  efficient 
methods  might  be  adopted.  The  number  of  patents  tested  and 
adopted  should  be  sufficient  proof  of  the  progressive  spirit  and  the 
recognition  of  duty  to  the  public  of  such  companies  as  have  in  the 
past  gone  so  far  as  to  jeopardize  their  credit  with  investors  by  fol- 
lowing an  up-to-date  policy,  often  at  a  sacrifice  of  legitimate  divi- 
dends to  their  stockholders. 
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The  experience  gained  from  meeting  both  the  public  and  the  office 
of  the  utility  commissions  in  the  various  controversies  constant! 
Arising,  and  from  an  analysis  of  the  complaints  of  both  sides,  leai 
unerringly  to  the  conclusion  that  the  public  generally  prefers  to  pay 
liigher  rates,  so  long  as  these  are  not  extortionate,  for  good  service 
rather  than  be  the  doubtful  beneficiary  of  cheap  rates  for  an  unsatis- 
factory and-  too  much  restricted  service.  The  telephone  business  is 
no  longer  a  novelty  or  mere  convenience  but  an  absolute  necessity 
in  our  business  and  social  existence,  and  good  service  is  a  prime 
requisite. 

An  important  element  of  interference  with  good  service  is  the 
practice  of  unlimited  service  between  exchanges,  without  compensa- 
tion other  than  what  is  paid  for  the  one  exchange.  "Free  service, 
between  exchanges"  is  what  it  is  called  in  the  West,  and  it  is  ordi- 
narily supplied  by  trunks  which  are  also  used  for  toll  lines  but  which 
produce  no  revenue  aside  from  the  patronage  of  those  who  are  not 
subscribers  to  an  exchange. 

This  practice  is  very  attractive  to  mutual  companies  as  well  as  to 
many  of  those  organized  for  local  service,  and  always  leads  to  abuse. 
It  is  given  without  consideration  of  the  wider  uses  of  the  telephone, 
for  which  the  demand  is  constantly  increasing.  When  the  company 
discovers  its  mistake  of  too  great  liberality,  it  often  finds  it  too  late  or 
impossible  to  correct  its  policy  without  serious  controversy  with  its 
patrons.  If  this  practice  should  be  prohibited,  at  least  to  the  extent 
of  abolishing  discrimination  or  interference  with  satisfactory  long- 
distance service,  then  where  shall  the  line  of  demarcation  be  drawn  ? 
Shall  we  say  that  payment  of  rates  to  a  certain  exchange  shall  include 
free  connection  with  the  patrons  of  adjacent  exchanges  within  a 
radius  of  5,  of  10,  or  of  15  miles,  and  where  will  it  end?  It  would 
undoubtedly  lead  to  the  same  result  as  is  mentioned  in  the  fable  of 
the  camel,  and  would  eventually  prove  ruinous,  impracticable,  and 
a  source  of  endless  controversy. 

Would  it  not  be  better,  where  flat  rates  are  in  effect,  to  say  that 
such  rates  shall  be  made  for  service  strictly  within  one  exchange,  and 
that  intercommunication  between  exchanges  shall  be  paid  for  addi- 
tionally according  to  rate  schedules  for  measured  toll  service?  By 
so  doing,  the  patron  who  makes  no  use  of  the  service  would  not  be 
taxed  for  the  benefit  of  the  patron  who  does,  and  there  could  be  no 
charge  of  discrimination,  as  there  often  is  under  the  present  system. 

TELEGRAPH    SERVICE. 

The  telegraph  service  of  the  country  has  in  the  immediate  past 
been  made  much  more  available,  especially  to  the  farmers,  suburban- 
ites, and  citizens  of  towns  heretofore  out  of  the  line  of  direct  connec- 
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tion,  by  the  close  relationship  lately  established  between  the  principal 
telegraph  and  telephone  companies  and  the  publication  of  joint  rates 
for  the  combined  service. 

From  statistics  recently  published,  it  is  learned  that  the  telegraph 
companies  reach  directly  about  22,000  places,  through  the  medium 
of  approximately  30,000  offices,  whereas  the  number  of  places  reached 
by  the  telephone  toll  circuits  approximates  80,000.  Through  the 
relationship  of  the  two  industries  every  one  of  the  58,000  places, 
estimated,  which  heretofore  lacked  direct  telegraph  service  or  con- 
nection, may  now  enjoy  its  full  benefit.  There  may  also  be  included 
a  large  number  of  individual  telephone  subscribers  on  farm  lines, 
removed  from  towns,  who  are,  under  the  present  arrangement,  prac- 
tically served  with  telegraph  service  as  good  as  is  given  the  resident 
of  a  metropolis. 

The  places  thus  added  to  the  list  of  telegraph  stations  are  of  minor 
importance  individually  and  will  not  furnish  an  appreciable  propor- 
tion of  the  telegraph  business;  but  to  the  individual  who  needs  the 
service  it  is  frequently  as  important  as  to  the  Wall  Street  financier, 
and  it  would  be  impossible  to  measure  by  statistics  or  in  dollars  and 
cents  the  very  great  benefit  and  saving  accruing  to  the  public  through 
this  added  service.  It  needs  only  greater  publicity  on  the  part  of  the 
telegraph  companies  and  better  understanding  on  the  part  of  the 
public  to  make  the  service  felt  in  its  full  significance  and  its  use  more 
widespread  and  beneficial. 

ACCOUNTING. 

Nothing  will  more  readily  aid  in  the  solution  of  the  various 
problems  referred  to  than  a  proper  accounting  system,  uniform  so 
far  as  varying  conditions  of  the  country  and  size  of  reporting  com- 
panies will  permit.  The  ideal  system  should  plainly  set  out  on  the 
books  and  reports  of  the  company  the  proper  interpretation  of 
values,  the  revenues,  expenses,  and  profits,  as  well  as  all  collateral 
accounts,  and  especially  the  component  parts  of  values  claimed.  It 
should  also  show  depreciation  and  maintenance  accounts,  reserves 
and  capital  accounts,  as  well  as  other  liabilities,  so  that  if  contro- 
versies arise,  at  least  this  part  thereof  is  clearly  stated  and  may  be 
readily  analyzed.  Such  a  setting  forth  of  details  will  avoid  the 
temptation  to  shift  position  by  giving  to  accounts  and  figures  different 
interpretation  under  various  phases  of  the  questions  involved. 

The  Interstate  Commerce  Commission,  after  careful  consideration, 
has  proposed  a  well-defined  system  of  accounting  for  telephone 
companies,  disclosing  a  most  thorough  study  and  analysis,  as  well 
as  full  comprehension  of  the  needs  along  this  line,  and  the  especial 
attention  of  the  members  of  this  association  is  directed  to  I.  C.  C. 
Accounting  Circular  No.  30  for  further  information. 
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The  great  advantages  to  be  derived  from  uniform  accounting  are 
too  well  known  to  need  discussion,  and  although  any  proposed  system 
may  not  agree  in  many  minor  details  with  the  ideas  of  individual 
commissions,  nevertheless  the  advantages  of  such  system  will  out- 
weigh the  trifling  differences,  and,  with  slight  modification  of  require- 
ments, the  new  plan,  when  adopted,  will  be  found  to  lend  itself  to 
the  gathering  of  any  kind  of  useful  statistics.  As  a  basis  for  com- 
parison it  will  prove  of  inestimable  value. 

It  appears  that  the  plan  meets  with  the  approval  of  many  commis- 
sions, except  in  a  few  particulars,  some  of  which  have  already  been 
made  apparent  and  which  will  doubtless  be  eventually  modified. 
Would  it  not  be  well  for  us  to  consider  some  of  the  modifications 
which  suggest  themselves,  such  as  a  change  in  the  proposed  classifica- 
tion from  three  to  four  classes,  A,  B,  C,  and  D,  instead  of  A,  B,  and 
C;  the  setting  up  of  plant  values  in  such  form  that  uniform  bases  of 
values  shall  become  the  basis  of  the  accounts,  not  leaving  part  of  the 
values  entered  in  accounts  as  cost  or  replacement  value  new,  and 
part  as  depreciated  value  at  the  various  points  of  acquisition;  proper 
adjustment  between  capital  and  plant  accounts  for  present  as  well 
as  later  acquired  plant,  through  depreciation,  surplus,  deficit,  and 
amortization  accounts? 

The  group  of  accounts  next  in  importance  in  rate  regulation  is  the 
group  treating  with  maintenance,  depreciation,  and  reserves.  Should 
these  not  be  set  up  and  provision  made  for  their  continuance  with 
the  utmost  care,  fuh1  consideration  being  given  to  aU  the  elements 
and  results  which  it  is  desired  to  obtain  ?  In  most  rate  cases  to  date 
this  latter  group  of  accounts  has  given  the  basis  for  the  majority  of 
controversies  and  the  questions  involved  are  the  most  difficult  to 
solve.  They  merit  deep  research,  and  until  satisfactorily  adjusted 
will  continue  to  stand  in  the  way  of  the  ultimate  solution  of  all  other 
controversies  in  telephone  rate  and  service  regulation. 

H.  J.  WlNNETT, 

A.  P.  WATSON, 

T.  W.  D.  WORTHEN, 

W.  H.  STUTSMAN, 
F.  C.  ROBINSON. 

UNIFORM  CLASSIFICATION   OF  FREIGHT. 

Mr.  THORNE,  of  Iowa.  I  desire  to  ask  the  privilege  of  calling  up 
one  matter  that  will  not  take  me  two  minutes  to  present.  I  have 
presented  it  to  the  executive  committee  and  it  is  with  their  approval 
that  I  am  calling  it  up. 

Mr.  AITCHISON,  of  Oregon.  I  object  seriously  to  an  interruption. 
We  have  reports  of  committees  here  that  have  been  prepared  with 
some  care,  and  I  think  they  ought  to  be  considered. 
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Mr.  THORNE,  of  Iowa.  This  is  not  a  report  of  a  committee,  but  it 
is  a  matter  in  which  every  commissioner  who  is  a  member  of  the  as- 
sociation is  deeply  concerned,  and  I  do  want  it  considered  before 
there  is  any  possibility  of  it  going  over. 

The  PRESIDENT.  Mr.  Thorne  says  he  will  limit  his  remarks  to  two 
minutes.  If  there  is  no  objection  then  he  may  proceed.  - 

Mr.  THORNE.  This  is  Senate  bill  No.  6099.  It  provides,  after  the 
enacting  clause: 

The  commission  is  further  authorized  and  empowered  to  determine  and  pre- 
scribe what  will  be  the  just  and  reasonable  general  or  uniform  classification  of 
freight,  both  individual  and  joint,  applicable  on  interstate  commerce  through- 
out the  United  States  governing  the  description  of  articles  transported  by  and 
the  regulations  and  practices  of  the  carriers  subject  to  the  provisions  of  this 
act,  and  to  make  orders  that  the  said  carriers  shall  adopt  the  said  classification 
and  such  amendments  thereto  as  the  commission  shall  prescribe  from  time  to 
time,  and  shall  conform  to  and  observe  the  regulations  and  practices  so  pre- 
scribed. 

This  bill  has  passed  the  United  States  Senate  and  is  pending  be- 
fore the  House  of  Representatives.  It  is  indorsed  by  your  executive 
committee.  It  was  prepared  by  conference  of  several  western  State 
commissioners.  I  think  it  would  be  well  for  the  United  States  Con- 
gress to  have  a  definite  recommendation  from  the  association ;  other- 
wise you  will  leave  the  thing  up  in  the  air. 

I  move  that  the  National  Association  of  Railway  Commissioners 
recommend  the  passage  of  Senate  bill  6099. 

Mr.  GOTHLIN,  of  Ohio.  It  strikes  me  this  is  one  of  the  most  im- 
portant things  we  have  had  up  before  the  meeting  of  this  organiza- 
tion, because  it  represents  action — not  merely  recommendation  for 
action,  but  actual  action. 

The  committee  has  gotten  so  far  along  that  one  body  of  the  Na- 
tional Congress  has  acted.  I  think  it  extremely  important  that  this 
association,  if  they  do  nothing  else  in  the  whole  time  we  have  been 
here,  express  emphatically  its  approval  of  legislation  that  will  be 
effective  and  that  we  feel  should  be  enacted. 

The  motion  was  carried. 

REPORT    OF    COMMITTEE    ON    BAILWAY    SERVICE    AND    RAILWAY 

ACCOMMODATIONS. 

The  PRESIDENT.  We  will  take  up  at  this  tune  the  report  of  the 
committee  on  railway  service  and  railway  accommodations  of  which 
Mr.  Aitchison  is  chairman. 

Mr.  AITCHISON,  of  Oregon.  As  the  hour  is  getting  late  and  the 
number  of  members  in  attendance  is  small,  I  do  not  think  it  would  be 
well  to  take  the  time  of  the  convention  to  read  this  report,  inasmuch 
as  it  has  been  printed. 
71466—13 26 
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Therefore  I  make  the  motion  that  the  report  of  the  committee 
be  received  and  printed. 

Mr.  THELEN,  of  California.  I  think  it  unfortunate  if  in  our  hurry 
to  get  away  we  leave  such  very  important  matters,  which  have  been 
so  carefully  worked  out  as  this  report,  to  go  without  paying  some 
attention  to  them. 

Certainly  I  would  be  much  better  pleased  if  Mr.  Aitchison  would 
give  a  hasty  summary  of  the  report.  He  has  done  some  hard  work 
on  it,  and  I  am  willing  to  stay  all  day  to  get  some  light  on  the  matters 
contained  in  these  reports.  For  instance,  take  the  telephone  report. 
There  are  some  extremely  important  questions  regarding  that  matter 
in  which  we  are  all  interested,  such,  for  instance,  as  long-distance 
tolls,  and  so  on.  I  had  hoped  we  would  get  some  light  on  them. 

Mr.  THORNE,  of  Iowa.  I  desire  to  join  in  that  suggestion  if  Mr. 
Aitchison  will  be  kind  enough  to  give  us  a  summary  of  the  report. 
I  am  very  sorry,  indeed,  that  it  has  been  impossible  to  give  decent 
consideration  to  some  of  these  reports  that  have  received  such  careful 
work  by  the.se  gentlemen. 

The  PRESIDENT.  I  am  always  fearful  of  being  misunderstood  as 
presiding  officer.  It  was  only  my  purpose  to  invite  the  attention  of 
members  here  to  the  work  which  was  laid  out,  and  it  is  up  to  members 
to  conduct  the  discussions  and  deliberations  as  they  choose.  There  is 
no  necessity  for  cutting  off  discussion.  That  is  not  called  for.  Of 
course,  to  read  all  the  reports  at  length  would  consume  considerable 
time. 

I  think,  Mr.  Aitchison,  we  might  be  very  much  gratified  to  hear 
from  you  relative  to  some  of  the  salient  features  in  this  report. 

Mr.  AITCHISON,  of  Oregon.  It  is  rather  a  difficult  proposition  to 
cover  this  subject  in  10  minutes,  but  I  will  try  to  do  so. 

First,  we  endeavored  to  show  that  the  deliberations  of  the  asso- 
ciation at  this  time  have  been  largely  confined  to  matters  of  rates, 
and  that  the  service  has  not  received  the  attention  which  properly 
should  be  given  to  such  a  subject,  the  intimate  connection  between 
the  passenger  and  the  service  that  is  afforded  him,  between  the 
freight  shipper  and  the  service  he  gets,  and  the  effect  of  good  serv- 
ice and  bad  service  in  forming  public  opinion.  The  committee  ad- 
dressed a  comprehensive  series  of  questions  to  all  the  railroad  com- 
missions of  the  country  and  received  replies  from  about  20.  Some 
of  the  larger  commissions  found  the  replies  fairly  too  burdensome 
and,  to  our  regret,  did  not  answer. 

We  have  not  undertaken  to  cover  at  all  the  subject  of  freight 
service  in  this  report,  but  have  confined  it  to  a  consideration  of 
passenger  service,  and  have  divided  it  under  the  head  of  station 
service  and  train  service. 
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Under  the  head  of  station  service  come  first  circumstances  which 
determine  whether  depot  or  agent  are  required.  That  is  one  of  the 
perplexing  questions  with  which  every  railroad  commission  has  to 
deal,  as  to  whether  in  a  given  case  the  conditions  justify  the  require- 
ment of  the  installation  of  a  depot  and  agent.  It  is  apparent  from 
the  replies  received  that  there  is  ordinarily  no  rule  except  the  rule 
of  thumb  to  determine  the  question  as  to  whether  a  station  and  an 
agent  is  required.  While  it  might,  of  course,  be  left  to  the  discre- 
tion of  the  commission  in  each  particular  or  extraordinary  case,  it 
would  seem  that  to  avoid  discriminating  between  localities  some 
general  line  of  policy  should  be  formulated  by  the  commission  which 
will  afford  a  test  in  the  ordinary  case. 

From  the  replies  received  it  was  apparent  that  some  of  the  com- 
missions had  not  conceived  a  proper  remedy  for  cases  where  it  was 
apparent  that  an  agent  and  a  depot  could  not  be  installed.  We  have 
pointed  out  the  very  satisfactory  results  that  have  followed  the 
installation  of  so-called  caretakers  in  some  of  the  States,  particularly 
the  Western  States. 

As  to  detail  of  construction  of  stations,  this  is  rather  an  important 
subject,  and  I  will  take  the  liberty  of  reading  the  paragraph  in  ref- 
erence to  that,  practically  in  full : 

A  number  of  the  commissions  have  undertaken  to  prescribe  the  details  as  to 
the  size,  material,  and  location  of  station  buildings  ordered  to  be  constructed. 
Sometimes  they  have  done  so  in  the  original  order,  and  again  have  ordered  that 
the  railroad  company  shall  submit  plans  of  a  proposed  depot,  and  these  plans 
must  be  satisfactory  to  the  citizens  of  the  town  affected  or  must  be  approved 
by  the  commission,  whereupon  a  second  order  is  issued  approving  the  plans 
and  fixing  the  time  in  which  the  work  is  to  be  commenced  and  completed  on  the 
depot  requested.  One  commission  has  gone  so  far  as  to  even  prescribe  that  a 
station  building  which  it  ordered  to  be  constructed  should  be  provided  with  a 
tile  roof.  Whether  the  power  to  regulate  should  be  so  far  extended  by  construc- 
tion as  to  make  the  commission  a  supervising  architect  of  the  railroad  is,  at 
least,  debatable.  It  brings  up  the  interesting  question  as  to  how  far  esthetics 
may  necessarily  be  included  in  the  term  "  good  service." 

Other  commissions  take  the  ground  that  if  the  arrangement,  size,  and  loca- 
tion of  the  station  is  otherwise  satisfactory,  the  jurisdiction  delegated  to  them 
is  exhausted.  Municipal  regulations,  if  any,  as  to  fireprooflng,  etc.,  must  of 
course  be  met,  but  other  details  of  construction  are  generally  quite  properly 
left  to  the  discretion  of  the  railway  managers.  The  South  Dakota  commission, 
however,  reports  that  to  comply  with  the  decision  of  the  supreme  court  of 
that  State  it  is  necessary  that  the  order  of  the  commission  should  be  so  certain, 
definite,  and  specific  that  the  improvement  can  be  made  without  the  exercise 
of  any  discretion  upon  the  part  of  the  railway  company.  In  fact,  if  it  Is  a 
building,  the  order  must  be  specific  enough  to  enable  a  carpenter  or  contractor 
accustomed  to  erect  buildings  of  that  kind  to  go  on  and  build  it  without  fur- 
ther instructions.  The  South  Dakota  commission  meets  this  requirement  fn  the 
case  of  station  buildings  by  selecting  some  other  station  building  on  the  same 
line  of  road  and  ordering  that  the  railway  company  construct  a  like  building  at 
a  point  definitely  designated. 
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The  committee  has  acted  upon  the  fact  that  since  the  decision  of 
the  Supreme  Court  of  the  United  States  in  the  Mississippi  Kailroad 
Commission  case,  the  power  of  the  States  to  compel  the  stoppage  of 
interstate  trains  has  apparently  been  somewhat  restricted;  and  have 
also  called  attention  to  the  fact  that  it  is  obvious  that  the  interests  of 
the  public  and  the  carrier  will  often  be  better  served  by  requiring 
the  running  of  interstate  trains  than  by  merely  requiring  the  run- 
ning of  trains  to  the  State  line,  and  have  pointed  out  that  there  is 
no  authority  to  compel  the  running  of  an  interstate  train.  Until 
Congress  delegates  that  power  to  somebody  there  will  necessarily  be 
a  hiatus  in  service. 

Now,  passing  the  station  building  as  a  whole  and  coming  to  the 
question  of  waiting  rooms,  there  is  probably  more  ill  feeling  engen- 
dered toward  the  railroad  companies  in  passenger  waiting  rooms 
than  in  any  other  place.  The  annoyances  of  a  poorly  lighted, 
poorly  heated,  poorly  ventilated  waiting  room,  presided  over  by 
an  uncivil  agent,  are  known  to  all,  and  need  not  be  gone  into 
in  any  further  detail.  If  there  is  any  modern  invention  which  is 
specifically  designed  for  the  purpose  of  bringing  about  a  feeling  of 
sullen  hatred  toward  a  railroad  company  it  is  the  average  small 
station  waiting  room.  This  statement,  in  common  justice,  should  be 
placed  in  immediate  juxtaposition  with  the  recognition  of  the  great 
improvement  in  the  comfort  and  beauty  of  waiting  rooms  in  the 
larger  and  newer  stations.  Examination  of  the  replies  made  by  the 
various  commissions  to  your  committee,  as  well  as  our  individual 
observation,  indicates  that  not  enough  attention  has  been  given  to 
this  subject  by  the  commissions  themselves.  There  is  nowhere  greater 
room  for  improvement  in  service  than  in  the  conditions  of  the  wait- 
ing-room accommodations,  and  whether  we  recognize  it  or  not,  the 
public,  whose  servants  we  are,  expects  us  to  bring  about  results  in 
this  direction. 

As  to  heating,  lighting,  and  ventilation  the  general  requirement  is 
that  the  waiting  rooms  shall  be  so  heated,  lighted,  ventilated,  and 
equipped  as  to  render  the  occupants  reasonably  comfortable.  That 
the  waiting  rooms  are  often  not  so  heated,  lighted,  ventilated,  and 
equipped,  and  that  the  occupants  thereof  are  often  unreasonably  un- 
comfortable is  of  common  knowledge.  Too  often  the  heating  of  the 
waiting  room  in  the  small  station  is  by  the  old-fashioned  cannon 
stove,  by  a  supply  of  lignite  coal  heaped  on,  so  that  the  waiting  room 
is  filled  with  sulphurous  gas  and  carbon  monoxide.  The  operation  of 
this  stove  is  often  intrusted  to  some  employee  who  gives  it  only  occa- 
sional attention  and  piles  on  sufficient  fuel  to  last,  as  he  estimates, 
for  a  long  period  of  time.  The  room  may  become  unbearably  hot  or. 
the  supply  of  fuel  may  run  low  and  the  room  become  cold  without 
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further  attention  on  the  part  of  anyone  who  will  see  that  the  condi- 
tion is  rectified. 

We  are  all  familiar  with  the  waiting  room  which  is  lighted  with 
one  or  two  kerosene  lamps  or  with  a  single  fly-specked  and  dirty 
electric  light.  It  is  suggested  as  a  reasonable  test  as  to  whether  a 
waiting  room  is  adequately  lighted  that  it  should  enable  a  person  of 
normal  eyesight  to  read  with  comfort  the  notices  which  the  law 
requires  to  be  posted  within  the  waiting  room  [laughter],  and  so 
that  he  may  know  the  contents  of  his  ticket.  There  are  many  wait- 
ing rooms  which  must  be  considered  as  inadequately  lighted  when 
measured  by  this  standard. 

We  next  consider  water  supply  in  waiting  rooms.  Generally  there 
is  a  requirement  that  waiting  rooms  shall  be  supplied  with  drinking 
water.  No  commission  has  reported  to  this  committee  that  any  test 
is  made  by  anyone  as  to  the  purity  of  the  source  of  the  water  supply. 
The  public  drinking  cup  has  generally  been  banished  within  the  last 
year.  Where  it  is  still  used  common  decency  and  regard  for  health 
demand  that  such  use  be  discontinued  and  the  bubbling  fountain  or 
individual  cup  be  installed.  The  same  consideration  for  the  public 
health  demands  a  survey  of  the  source  and  purity  of  the  water  and 
ice  supply.  Members  of  this  committee  have  seen  tanks  for  drinking 
water  the  unclean  interior  of  which  showed  unmistakable  evidence  of 
neglect.  No  one  knows  whether  the  ice  comes  from  a  clear  pond  or 
not.  We  have  seen  ice  which  was  put  in  drinking  tanks,  both  in 
waiting  rooms  and  on  trains,  lying  on  filthy  platforms  and  handled 
with  unclean  hands.  In  one  case  ice  was  found  to  be  lying  on  a 
platform  which  received  the  drainage  from  passenger  cars  which 
were  being  cleansed.  The  public  drinking  cup  has  now  largely  been 
banished  by  the  activities  of  State  and  local  boards  of  health. 

If  the  requirements  that  drinking  water  be  furnished,  that  waiting 
rooms  be  properly  lighted,  heated,  and  ventilated  come  within  the 
head  of  good  service  at  all,  it  would  seem  that  the  service  supplied 
should  be  such  as  to  conduce  to  the  public  safety  and  not  be  a  menace 
to  the  health  of  the  traveler.  The  protection  of  the  public  in  this 
regard  is  primarily  a  duty  of  the  railroad  commissions  in  the  enforce- 
ment of  reasonable  and  adequate  service.  This  responsibility  should 
not  be  evaded  by  the  members  of  this  association.  It  is  entirely 
proper  that  there  shall  be  full  cooperation  with  the  local  and  State 
health  officers.  It  will  generally  be  found  that  the  health  officers  and 
medical  fraternity  are  extremely  anxious  to  cooperate  with  any  de- 
partment of  the  Government  which  possesses  power  to  aid  in  the 
tremendous  work  of  sanitation  and  to  give  of  their  time  and  technical 
learning  for  this  purpose. 

Another  subject  is  toilets  at  stations.  There  is  probably  no  more 
difficult  task  which  confronts  a  railroad  superintendent  than  the 
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proper  policing  of  toilet  rooms  or  water-closets  in  connection  with 
passenger  stations.  It  is  due  in  part  to  the  innate  general  cussedness 
of  an  extremely  large  part  of  the  traveling  public — that  lack  of 
decency  which  is  a  lack  of  sense — and  in  part  to  the  obvious  diffi- 
culty of  controlling  the  actions  of  the  occupants  of  such  rooms  or 
buildings,  in  part  to  the  unpleasantness  of  the  police  duty  itself, 
which  leads  to  a  shirking  of  the  necessary  labor,  and,  we  regret  to  say, 
in  part  to  a  seeming  lack  of  appreciation  of  the  demands  of  decency 
and  health.  That  separate  toilet  rooms  or  buildings  should  be  pro- 
vided for  men  and  women  goes  without  saying.  That  the  men's 
toilet  should  be  kept  locked  unless  it  is  under  the  close  surveillance 
of  some  responsible  employee  seems  to  be  beyond  question.  That 
arrangements  should  be  made  so  that  if  possible  it  will  be  unneces- 
sary for  a  woman  to  have  to  apply  to  a  male  employee  for  a  key 
to  the  toilet  will  be  conceded.  That  the  women's  toilet  should  be 
kept  locked  except  when  women  passengers  are  in  the  waiting  room  is 
a  reasonable  precaution.  Some  commissions  reported  to  your  com- 
mittee that  it  is  their  practice  to  require  the  women's  toilet  to  be  kept 
locked,  with  the  key  in  the  office.  The  object  of  such  requirement  is 
commendable,  but  it  is  suggested  that  it  is  better  to  couple  such  a  rule 
with  the  requirement  that  the  women's  toilet  shall  be  open  and  under 
surveillance  a  reasonable  time  before  the  arrival  and  until  after  the 
departure  of  passenger  trains.  This  will  often  avoid  the  unnecessary 
embarrassment  of  sensitive  women  travelers. 

Several  of  the  commissions  report  that  where  there  is  water  and 
a  sewer  within  reasonable  distance  from  the  station,  it  is  their  prac- 
tice to  require  inside  sanitary  flush  closets.  In  many  cases  septic 
tanks  can  be  installed  which  will  answer  the  same  purpose.  One  or 
two  of  the  commissions  report  that  they  believe  this  matter  can  best 
be  controlled  through  local  officers.  That  the  cooperation  of  the 
local  police  officers  is  necessary  and  desirable  is  admitted,  but  the 
responsibility  for  securing  adequate  and  proper  service  in  this  re- 
gard can  not  be,  and  should  not  be,  evaded  by  the  members  of  this 
association.  It  is  a  delicate  and  unpleasant  subject,  but  the  dis- 
graceful conditions  which  •  exist  at  innumerable  stations  should 
bring  to  our  attention  sharply  that  the  traveling  public  expects  us 
to  see  that  these  conditions  are  mitigated,  and  we  can  not  avoid  this 
responsibility. 

The  protection  of  patrons  at  and  in  stations  from  undesirable  or 
offensive  persons,  and  the  prohibition  of  the  use  of  intoxicants,  is  a 
matter  that  in  practice  is  generally  left  to  the  supervision  of  local 
police  authorities.  Of  course,  obviously,  it  is  beyond  the  power  of 
a  State  commission  to  control  the  stations  within  its  jurisdiction.  It 
is  a  common-law  duty  of  the  carrier  to  protect  its  patrons,  and  a 
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regulatory  commission  is  derelict  if  it  does  not  satisfy  itself  that 
this  common-law  obligation  is  being  met. 

Several  States  have  statutes  which  prohibit  the  use  of  intoxicants 
in  or  about  depots.  A  number  of  the  commissions  report-  that  the 
companies  are  generally  slow  to  enforce  the  statutes  or  their  own 
rules  as  to  the  use  of  intoxicants  in  and  about  the  stations.  This  is 
undoubtedly  due  in  large  part  to  a  fear  of  possible  damage  suits 
which  would  result  from  a  mistaken  and  unwarranted  exercise  of 
their  power.  If  the  depot  master  or  some  suitable  level-headed 
employee  about  the  station  is  given  the  powers  of  a  police  officer, 
either  by  special  statute  or  by  being  appointed  a  deputy,  he  can  by 
the  exercise  of  tact  or  the  display  of  a  badge  of  office  alone  often 
rid  the  station  of  undesirable  or  intoxicated  persons  and  insure 
peace,  comfort,  and  proper  protection  for  law-abiding  passengers 
without  using  his  authority  or  incurring  risk.  At  the  larger  sta- 
tions, of  course,  special  or  regular  police  officers  generally  perform 
the  same  functions  as  we  have  suggested. 

One  of  the  most  exasperating  features  in  passenger  travel  is  the 
difficulty  in  obtaining  accurate  information  as  to  the  time  of  arrival 
or  departure  of  passenger  trains.  To  meet  this  many  States  have 
required  the  installation  of  a  bulletin  board  in  a  conspicuous  place 
in  each  passenger  station,  stating  the  scheduled  time  of  arrival  and 
how  much  late  the  train  may  be. 

The  commissions  generally  report  that  statutes  or  orders  are  rea- 
sonably well  observed  and  complied  with,  and  that  this  matter  is 
given  considerable  attention  both  by  members  of  the  commission  and 
their  inspectors.  The  public  demands  this,  and  it  is  one  of  the  most 
inexpensive  and  reasonable  requirements  that  can  be  made  of  a  car- 
rier, and  yet  in  practical  operation  it  is  found  that  the  bulletin  board 
itself  is  often  an  aggravation.  In  their  desire  to  play  on  the  safe 
side,  dispatchers  or  agents  will  mark  up  short  time  for  the  arrival  of 
a  train  and  then  at  frequent  intervals  mark  it  up  a  few  minutes  later. 
There  is  a  possibly  well-founded  suspicion  on  the  part  of  the  travel- 
ing public  that  this  is  often  unnecessary.  Such  cases  are  difficult  to 
uncover,  and  it  is  hard  to  locate  the  responsibility  when  they  do  occur. 
It  is  suggested  that  the  best  means  of  enforcing  this  very  reasonable 
requirement  and  to  prevent  this  practice  of  jockeying  the  bulletin 
board  is,  if  possible,  to  bring  a  case  of  this  character  to  the  attention 
of  the  superintendent  while  it  is  still  going  on,  so  that  there  can  be 
no  question  as  to  the  facts,  in  order  that  prompt  and  unexpected 
discipline  may  be  visited  upon  the  one  at  fault.  Some  roads  require 
their  dispatchers  and  agents  to  keep  a  memorandum  of  the  details  of 
reports  given  on  delayed  trains  and  when  such  reports  were  given. 
This  is  of  great  assistance  in  checking  up  cases  of  improper  bulletin- 
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ing.  The  trouble  usually  is  that  the  dispatcher  and  agent  do  not  feel 
their  personal  responsibility. 

We  come  now  to  the  matter  of  posting  of  notices  in  waiting  rooms. 
Generally  notices  of  one  character  or  another  for  the  information  of 
the  public  are  required  to  be  posted  in  the  waiting  rooms.  These 
include  notices  of  change  in  State  or  interstate  rates,  copies  of 
statutes,  and  orders  of  commissions,  and  similar  notices  of  tariffs  as 
required  by  law. 

Generally  with  these  notices  are  posted  advertisements  of  fairs 
and  excursions,  and  such  other  notices  as  the  carrier  deems  proper 
for  the  information  of  the  public.  A  multitude  of  notices  in  a  sense 
destroys  their  usefulness  for  the  purpose  for  which  they  are  intended. 
The  bulletin  board  should  be  kept  clear  of  dead  and  unimportant 
notices  and  mere  advertisements.  Any  notice  which  is  important 
enough  to  be  posted  at  all  is  entitled  to  prominence  and  should  not 
be  buried  by  handbills,  nor  should  its  prominence  be  lessened  by  the 
presence  of  unnecessary  or  trivial  documents  and  papers. 

One  of  the  most  important  notices  which  either  the  law  or  orders 
of  the  commissions  require  to  be  maintained  is  with  respect  to  the 
facilities  which  the  carriers  are  required  to  furnish.  It  has  been 
found  very  helpful  to  have  a  short  code  of  such  requirements  printed 
in  readable  type  and  prominently  displayed  in  waiting  rooms,  where 
they  operate  to  educate  the  traveling  public  as  to  what  it  is  entitled 
to  demand  and  are  a  constant  reminder  to  the  employee  of  the  rail- 
road as  to  what  his  duties  are.  As  illustrative  of  such  a  type  of 
notice,  that  which  is  required  to  be  posted  in  the  State  of  Oregon 
is  submitted  as  an  appendix  to  this  report. 

(Mr.  Aitchison  at  this  point  handed  to  members  a  sample  of  the 
notice  to  which  he  had  just  referred,  and  which  will  be  found  as  an 
appendix  to  the  report  of  the  committee.) 

Mr.  AITCHISON  (continuing).  I  might  state  that  all  the  require- 
ments contained  in  this  notice  are  covered  by  an  order  of  the  rail- 
road commission  of  which  I  am  a  member,  and  made  after  hearing 
and  notice.  Hence  any  violation  of  the  terms  of  the  notice  can  be 
punislied,  if  necessary,  by  the  imposition  of  a  penalty. 

There  is  substantial  unanimity  of  opinion  among  the  members  of 
the  committee  in  voicing  the  sentiment  that  the  demeanor  of  station 
agents  has  vastly  improved  in  the  last  few  years. 

In  regard  to  the  installation  of  telephones  in  stations,  many  com- 
missions have  undertaken  to  require  such  installation  in  stations 
where  they  had  not  been  provided.  According  to  our  information  in 
at  least  one  jurisdiction  an  order  to  this  effect  was  sustained  in  the 
courts.  If  the  power  to  compel  the  installation  of  telephones  is  not 
given  to  the  commissions  it  should  be  committed  to  them  for  the 
greater  accommodation  of  the  public. 
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In  the  order  of  consideration  of  subjects  in  our  report  we  then 
refer  to  the  question  of  accessibility  of  tariffs;  then  attention  is 
called  to  the  fact  that  in  some  cases  transfer  companies  operating  as 
agencies  of  the  railroads  have  imposed  upon  the  traveling  public. 

We  then  pass  to  the  question  of  station  platforms,  upon  which  the 
committee  touches  briefly  regarding  the  need  of  improvement  in 
the  way  of  more  sanitary  and  suitable  platforms.  Then  it  calls 
attention  to  the  lighting  of  platforms,  particularly  at  small  sta- 
tions. This  generally  is  inadequate.  The  ordinary  kerosene  tubular 
or  square  box  lamp  usually  serves  little  other  purpose  than  to  make 
the  darkness  seem  more  intense.  With  electric  lights,  hollow  wire, 
and  other  incandescent  gasoline  lamps  so  common  and  cheap,  it 
would  seem  that  the  time  has  come  for  a  general  movement  for  the 
better  lighting  of  the  country  station  platforms.  It  is  probably  not 
much  beyond  the  mark  to  say  that  the  verdicts  which  the  railroads 
are  annually  obliged  to  pay  in  personal-injury  cases  because  of 
poorly  lighted  platforms  are  far  more  than  enough  to  pay  the  ex- 
pense of  providing  suitable  lamps.  It  is  obvious  that  with  the 
growth  of  traffic  more  and  more  covered  platforms  will  be  required. 

As  to  statutes  requiring  the  construction  of  union  stations,  there 
is  now  a  test  case  pending  in  Texas  which  will  settle  the  authority 
of  the  commission  of  that  State  under  its  statute  to  order  the  installa- 
tion of  a  union  station. 

We  come  now  to  train  service,  to  which  I  have  already  alluded, 
concerning  the  absence  of  any  power  upon  the  part  of  a  State  com- 
mission to  compel  the  running  of  an  interstate  train. 

As  to  delayed  trains,  the  delayed-train  nuisance  is  one  that  is 
always  with  the  commissions.  The  causes  vary  in  different  sections 
of  the  country.  In  New  York  it  is  shown  that  the  largest  percentage 
of  delays  to  passenger  trains  is  caused  by  waiting  at  terminals  for 
delayed  connecting  trains.  In  the  far  West  local  traffic  is  largely 
handled  on  through  transcontinental  trains,  and  the  length  of  the 
run  and  the  adverse  grades  and  weather  conditions  make  delays 
numerous.  Passenger  schedules  are  generally  prepared  for  normal 
service,  and  a  congestion  or  storm  usually  means  delays  not  only  to 
the  train  affected,  but  to  other  trains. 

Reference  is  made  to  passengers  carried  on  freight  trains,  and  an 
instance  given  where  in  one  State — Arkansas — there  is  an  act  which 
requires  local  freight  trains  to  carry  passengers.  Generally,  how- 
ever, this  practice  is  discouraged  both  by  the  carriers  and  by  the 
commissions. 

As  to  steel  coaches,  we  call  attention  to  the  fact  that  from  our  in- 
vestigation there  is  an  entire  absence  of  any  regulation  as  to  the  con- 
struction or  use  of  steel  cars,  except  the  Federal  act  which  requires 
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the  construction  of  certain  steel  mail  cars.  The  accidents  which  have 
recently  occurred,  with  which  we  are  all  familiar,  demonstrate  the 
necessity,  from  a  standpoint  of  safety,  of  regulating  the  mixture  of 
steel  and  wooden  cars  on  the  same  train. 

We  refer  to  Jim  Crow  and  smoking  cars,  and  then  take  up  the  sub- 
ject of  heating,  lighting,  and  ventilation  of  coaches,  and  sanitation 
connected  therewith.  What  I  have  already  said  in  this  presentation 
with  reference  to  sanitation  of  station  waiting  rooms  applies  equally 
to  the  heating,  lighting,  ventilation,  and  water  supply  of  passenger 
cars. 

As  to  the  use  of  intoxicants  on  trains,  a  number  of  the  States  pro- 
hibit the  use  of  intoxicants  upon  trains  except  in  bufl'et  or  dining 
cars,  and  forbid  the  presence  of  drunken  persons.  Coupled  with  such 
a  statute  should  be  the  provision,  found  in  some  States,  conferring 
the  power  of  peace  officers  upon  the  trainmen.  A  useful  provision 
is  that  found  in  the  South  Dakota  law,  which  provides  the  posting 
in  every  passenger  coach  of  a  placard  inscribed,  "Drinking  intoxi- 
cating liquors  upon  this  train  is  prohibited  by  law." 

Gambling  on  trains  now  is  gone. 

The  committee  then  takes  up  the  subject  of  inspections.  We  found 
H  difference  of  opinion  on  the  part  of  various  commissions  as  to 
whether  the  method  of  making  a  stated,  formal  inspection  or  an 
unexpected,  incognito  visit  was  better.  It  seems  to  the  committee 
a.  combination  of  the  two  methods  is  very  desirable,  the  stated  in- 
spection that  there  may  be  some  responsible  officer  of  the  railroad 
present  who  can  give  immediate  order  for  correction  of  minor  defects 
found,  and  the  unexpected,  incognito  visit  in  order  that  the  true, 
normal  condition  may  be  readily  found. 

The  committee  caused  inquiry  to  be  made  of  all  the  large  lines  of 
road  as  to  their  manner  of  making  inspections,  and  almost  without 
exception  they  have  reported  to  the  committee  that  their  inspection 
is  simply  made  in  the  usual  course  by  the  general  officers  or  division 
officers  of  the  road,  and  that  they  do  not  have  any  inspector  who 
travels  incognito,  as  does  the  general  passenger,  to  discover  the 
normal  condition. 

In  general,  the  attempt  of  the  committee  in  this  report  has  been 
to  touch  upon  the  comprehensive  subjects  of  passenger  service  and 
accommodations  and  to  show  in  how  many  minute  matters  it 
directly  affects  the  relations  between  the  railroads  and  their  patrons. 
We  have  endeavored  to  show  the  importance  of  a  more  thorough 
survey  of  the  subject  than  we  have  been  able  to  give  it,  both  from 
the  standpoint  of  public  comfort  and  public  health.  The  limita- 
tions of  time  have  been  such  that  we  have  not  felt  we  could  attempt 
the  discussion  of  the  freight  service  at  all,  but  we  have  left  that  for 
-a  future  committee. 
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Mr.  THORNE,  of  Iowa.  I  have  enjoyed  this  immensely,  and  I  would 
suggest  to  the  chairman  of  this  committee  that  the  Iowa  commission 
would  like  to  have  copies  of  the  interrogatories  which  he  sent  out. 
There  were  many  other  matters  covered  in  the  interrogatories  than 
he  has  been  able  to  cover  with  his  report,  and  the  Iowa  commission 
will  bear  the  expense  of  typewriting  them  if  he  will  furnish  them. 

I  want  to  thank  the  chairman  of  that  committee,  and  I  move  that 
the  report  of  the  committee  be  approved. 

Mr.  THELEN,  of  California.  I  think  this  is  one  of  the  most  helpful 
reports  we  have  heard  read.  It  is  just  full  of  suggestions  that  are 
helpful.  I  want  to  make  just  two  suggestions. 

One  is,  I  think  it  unwise  for  the  State  legislature  to  try  by  specific 
statute  to  secure  a  good  many  of  the  redresses  that  are  apparently 
necessary.  I  think  it  far  wiser  that  the  commission  could  be  given 
general  power,  as  is  done  in  Georgia,  New  York,  and  other  States. 
The  commission  would  then,  under  that  general  power,  make  such 
rules  and  regulations  as  it  might  deem  necessary. 

The  second  suggestion  is  that  I  know  of  nothing  which  State  com- 
missions can  do  which  will  so  much  win  the  approval  and  commenda- 
tion of  the  public  as  to  secure  improvements  in  the  service  of  com- 
mon carriers  as  distinguished  from  railroad  transportation. 

Mr.  DECKER,  of  New  York.  I,  too,  have  been  very  much  pleased 
and  interested  in  the  reading  of  the  report  by  the  gentleman  from 
Oregon.  I  want  to  say  J  think,  with  Mr.  Thelan,  that  the  subject  is 
one  broad  enough,  it  means  enough,  to  have  had  a  very  extended 
discussion  upon,  not  the  report  so  much,  but  suggestions  as  to  other 
matters  embraced  in  the  title. 

I  regard  the  regulation  of  railway  service  and  railway  accommo- 
dations as  fully  abreast  of  the  regulation  of  railway  rates.  There 
are  conditions  to-day  on  different  roads,  in  the  East  at  least,  where 
the  better  service  will  take  the  traffic,  notwithstanding  the  rates  may 
be  slightly  higher. 

The  tendency  is  to  buy  in  smaller  lots  and  get  better  service  and 
quicker  delivery — that  is,  as  to  freight. 

The  inspection  of  tracks,  the  causing  by  orders  of  railway  commis- 
sions of  the  improvement  of  tracks,  structures,  and  equipment,  as  the 
result  of  inspection,  is  the  very  great  work.  It  is  one  to  which  we 
have  in  New  York  given  a  great  deal  of  attention.  There  was  a 
demand  for  that  sort  of  thing  in  New  York,  and  a  demand  for  much 
better  work  than  we  have  yet  been  able  to  do. 

I  hope  at  the  next  convention  we  will  have  a  very  able  report,  and 
that  we  will  be  able  to  have  time  for  discussion. 

The  PRESIDENT.  It  is  moved  and  seconded  that  the  report  as  pre- 
sented be  approved,  received,  and  printed. 

The  motion  was  carried. 
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Mr.  AITCHISON,  of  Oregon.  Before  you  go  any  further,  if  the  asso- 
ciation deems  it  of  any  value,  I  can  undertake  to  prepare  an  abstract 
of  the  replies  received  and  send  to  the  secretary.  It  might  be  printed 
as  an  appendix  to  the  report. 

(The  report  of  the  committee  on  railway  service  and  railway  accom- 
modations is  as  follows:) 

REPORT    OF    COMMITTEE   ON    RAILWAY    SERVICE   AND    RAILWAY 

ACCOMMODATIONS. 

The  past  deliberations  of  this  association  have  largely  centered 
around  the  question  of  the  determination  of  a  reasonable  rate.  If 
the  titles  of  the  committees  provided  for  by  the  constitution  are 
read,  this  fact  will  be  apparent.  Rate  making,  however,  is  but  one 
form  of  activity  of  the  modern  railroad  commission.  In  fact,  there 
are  members  of  this  association  who  as  railroad  commissioners  do 
not  exercise  rate-making  functions.  The  backbone  of  an  effective 
railroad  commission  law  is  the  legislature's  requirement  that  all 
rates  shall  be  just  and  reasonable  and  that  the  service  afforded  shall 
be  adequate  and  reasonable,  coupled  with  the  proper  delegation  to  the 
administrative  commission  of  the  right  to  ascertain  what,  as  a 
matter  of  fact,  may  be  a  just  and  reasonable  rate  and  service. 

In  every-day  life  the  great  body  of  the  public  which  constitutes 
our  constituency  is  probably  more  immediately  affected  by  service 
than  by  the  rates  themselves.  Good  passenger  service  means  comfort 
and  pleasure;  poor  passenger  service  means  discomfort  and  displeas- 
ure. Good  freight  service  means  kindly  feeling  toward  the  carrier; 
poor  freight  service  brings  about  an  unkindly  feeling  toward  the 
carrier,  both  because  of  the  exasperation  and  because  it  is  seen  that 
the  pocketbook  is  affected.  The  effects  of  an  unreasonable  rate,  how- 
ever, are  frequently  not  so  easily  recognized,  and  are  often  shifted 
to  those  who  are  ignorant  of  the  existence  of  the  rate  itself.  Condi- 
tions may  in  time  adjust  themselves  to  fit  an  unjustly  discriminatory 
or  unreasonable  rate  so  the  effect  which  was  once  keenly  felt  is 
endured  unconsciously.  Bad  service,  on  the  other  hand,  is  continuous 
and,  like  equity,  acts  upon  the  person.  It  can  not  be  denied  that 
much  of  the  resentment  toward  common  carriers  which  has  been  so 
keenly  manifested  within  the  last  decade  has  been  due  to  real  or 
fancied  grievances  affecting  matters  of  service.  It  was  therefore 
fitting  that  this  association  should  create  a  committee  upon  railway 
service  and  accommodations  for  the  purpose  of  giving  some  consid- 
eration to  this  extremely  important  subject.  The  only  wonder  is 
that  such  action  was  delayed  until  the  twenty-third  annual  convention 
of  this  association  was  held.  Your  committee  is  entering  upon  a  field 
which  has  not  been  explored  by  any  previous  committee,  and  in  the 
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absence  of  any  instructions  from  the  association  is  obliged  to  define 
the  limits  of  its  own  investigation. 

The  whole  subject  of  railway  service  and  accommodations  is  too 
broad  for  consideration  in  a  single  sitting  of  this  association,  nor 
could  a  proper  survey  of  the  subject  be  made  by  a  committee  within 
the  limits  of  time  allowed  it.  While  there  is  a  tempting  field  for 
investigation  in  the  subject  of  the  adequacy  of  the  freight  service 
generally,  the  necessities  of  the  situation  have  limited  the  present 
report  to  a  survey  of  service  matters  as  far  as  they  affect  transporta- 
tion of  passengers. 

A  series  of  comprehensive  questions  were  addressed  to  each  rail- 
road commission  by  your  committee,  and  replies  were  received  from  a 
large  number.  These  answers  have  been  analyzed  and  compared,  and 
an  attempt  is  made  in  this  report  to  summarize  them  with  a  view 
of  showing  what  the  general  trend  of  statutory  requirements  and 
practices  in  the  answering  States  may  be.  The  committee  expresses 
its  appreciation  of  the  very  full  reports  which  have  been  made  to  it 
by  a  majority  of  the  commissions  addressed  and  regrets  that  the 
remaining  commissions,  including  some  of  the  most  prominent  in  the 
country,  have  found  our  inquiries  too  burdensome  to  permit  them 
to  aid  us  by  the  receipt  of  a  reply. 

STATION   SERVICE. 

Circumstances  which  determine  whether  depot  or  agent  are  re- 
quired.— One  of  the  perplexing  questions  which  confronts  every 
railroad  commission  is  whether  in  a  given  case  the  conditions  justify 
the  requirement  of  the  installation  of  a  depot  and  agent.  In  North 
Dakota  it  is  required  by  statute  that  the  total  earnings  must  be  in 
the  sum  of  $12,000  or  more  per  annum.  A  like  amount  is  held  gen- 
erally necessary  in  Montana;  while  $10,000  in  business  annually, 
excluding  carload  business,  is  the  rule  in  Washington.  The  other 
commissions  which  reported  advise  that  generally  each  case  must 
be  decided  upon  its  own  merits,  depending  largely  upon  the  amount 
of  business,  and  particularly  upon  the  less  than  carload  business 
transacted  at  that  station  with  the  carrier.  Due  consideration  is 
given  to  the  geographical  location  of  the  proposed  station,  the  dis- 
tance between  open  stations  upon  either  side,  the  probable  amount 
of  business,  and  whether  long  or  short  haul.  The  volume  of  pas- 
senger business,  however,  is  necessarily  not  to  be  measured  by  the 
receipts,  but  more  particularly  by  the  number  of  people  to  be  ac- 
commodated. It  is  thus  apparent  that  there  is  ordinarily  no  rule, 
except  a  rule  of  thumb,  to  determine  the  question  as  to  whether  a 
station  and  agent  are  required.  While  much  must,  of  course,  be  left 
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to  the  discretion  of  the  commission  in  each  particular  or  extraordinary 
case  it  would  seem  that  to  avoid  discriminating  between  localities 
some  general  line  of  policy  can  be  formulated  which  will  afford  a 
test  in  the  ordinary  case. 

Installation  of  caretaker. — Every  railroad  commissioner  is  familiar 
Avith  the  woes  of  the  nonagency  station — how  freight  is  carried  by 
or  is  dumped  in  the  mud  or  left  in  the  open  to  be  destroyed  by  animals 
or  carried  away  by  miscreants;  how  the  train  crews  refuse  to  pick 
up  outbound  shipments;  how  intending  passengers  are  required  to 
wait  at  a  nearby  store  or  residence  or  else  suffer  the  inclemency  of 
the  weather.  There  are  many  places  where  full  station  service  can 
not  be  required,  and  yet  stops  for  freight  and  passengers  are  im- 
perative. The  reports  made  to  the  committee  indicate  that  this  con- 
dition is  more  peculiar  to  the  West  and  has  been  very  satisfactorily 
solved  in  a  number  of  the  States  by  requiring  the  installation  of  a 
caretaker.  At  the  very  small  station  it  is  required  that  a  key  be 
kept  at  a  nearby  store  or  house  and  that  the  train  crews  be  obliged 
to  put  off  prepaid  freight  into  the  station  or  freight  shed  and  look 
into  a  box  which  the  company  is  required  to  keep  at  the  station  for 
orders,  either  for  shipping  carload  freight  or  less-than-carload 
freight,  and  if  there  is  less  than  carload  freight  in  the  station  the 
crew  is  required  to  take  the  same  out  and  relock  the  door  with  dupli- 
cate keys.  At  somewhat  larger  nonagency  stations,  where  the  busi- 
ness, is  sufficient  to  require  a  caretaker,  it  is  the  custom  to  employ 
somebody  nearby  whose  duty  it  is  to  see  that  at  night  all  freight  need- 
ing protection  is  placed  in  the  station,  and  all  receivers  of  freight  are 
able  to  get  the  same  when  they  want  it,  and  that  the  station  is  kept 
clean,  warmed,  and  lighted  when  necessary — at  least  half  an  hour 
before  the  arrival  and  after  the  departure  of  passenger  trains  due  to 
stop  at  the  station.  The  caretaker  is  usually  required  to  sell  passen- 
ger tickets  and  assist  in  the  handling  of  baggage.  The  carriers  are 
expected  to  handle  claims  for  loss  and  damage  at  such  points  as  they 
would  at  regular  agencies  and  not  invoke  the  usual  and  familiar  rule 
applicable  to  prepaid  nonagency  stations  or  "  blind  sidings."  This 
requirement  has  solved  a  practical  difficulty  which  has  confronted 
commissions  in  the  more  sparsely  settled  States.  In  at  least  one 
case  in  Oregon  the  railroad  was  fined  for  failure  to  observe  such  an 
order. 

Specification  of  details  of  construction  in  order. — A  number  of  the 
commissions  have  undertaken  to  prescribe  the  details  as  to  the  size, 
material  and  location  of  station  buildings  ordered  to  be  constructed. 
Sometimes  they  have  done  so  in  the  original  order,  and  again  have 
ordered  that  the  railroad  company  shall  submit  plans  of  a  proposed 
depot  and  these  plans  must  be  satisfactory  to  the  citizens  of  the  town 
affected,  or  must  be  approved  by  the  commission,  whereupon  a  second 
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order  is  issued  approving  the  plans  and  fixing  the  time  in  which  the 
work  is  to  be  commenced  and  completed  on  the  depot  requested.  One 
commission  has  gone  so  far  as  to  even  prescribe  that  a  station  building 
which  it  ordered  to  be  constructed  should  be  provided  with  a  tile  roof. 
Whether  the  power  to  regulate  should  be  so  far  extended  by  construc- 
tion as  to  make  the  commission  a  supervising  architect  of  the  rail- 
road is,  at  least,  debatable.  It  brings  up  the  interesting  question  as  to 
how  far  esthetics  may  be  necessarily  included  in  the  term  "good 
service." 

Other  commissions  take  the  ground  that  if  the  arrangement,  size, 
and  location  of  the  station  is  otherwise  satisfactory,  the  jurisdiction 
delegated  to  them  is  exhausted.  Municipal  regulations,  if  any,  as  to 
fireproofing,  etc.,  must,  of  course,  be  met,  but  other  details  of  con- 
struction are  generally  quite  properly  left  to  the  discretion  of  the 
railway  managers.  The  South  Dakota  commission,  however,  reports 
that  to  comply  with  the  decision  of  the  Supreme  Court  of  that  State 
it  is  necessary  that  the  order  of  the  commission  should  be  so  certain, 
definite,  and  specific  that  the  improvement  can  be  made  without  the 
exercise  of  any  discretion  upon  the  part  of  the  railway  company.  In 
fact,  if  it  is  a  building,  the  order  must  be  specific  enough  to  enable  a 
carpenter  or  contractor  accustomed  to  erect  buildings  of  that  kind  to 
go  on  and  build  it  without  further  instructions.  The  South  Dakota 
commission  meets  this  requirement  in  the  case  of  station  buildings  by 
selecting  some  other  station  building  on  the  same  line  of  road  and 
ordering  that  the  railway  company  construct  a  like  building  at  a  point 
definitely  designated. 

Determination  of  location  of  stations  or  stops. — Several  commis- 
sions report  that  they  have  been  called  upon  frequently  to  adjust  the 
question  of  the  location  of  stations  when  disputes  arose  between 
rival  factions  in  the  same  community  or  between  the  community 
and  the  railroad.  Sometimes  the  carriers  seem  anxious  to  pass  such 
controversies  over  to  the  commissions  for  decisions.  As  the  statutes 
of  most  of  the  States  require  the  companies  to  maintain  adequate 
and  suitable  depots,  and  as  the  location  of  a  station  is  one  of  the 
principal  factors  in  determining  its  adequacy,  it  would  seem  that  the 
exercise  of  this  power  on  the  part  of  the  commissions  is  eminently 
proper. 

Generally  there  is  no  statutory  rule  governing  the  number  or  loca- 
tion of  train  stops.  In  a  few  States — for  instance,  Texas — there  are 
statutory  requirements  that  passenger  trains  shall  stop  at  county 
seats.  The  power,  however,  is  universally  claimed  by  the  commis- 
sions under  their  general  jurisdistion,  and  its  exercise  is  made  to  de- 
pend particularly  upon  the  number  of  people  to  be  served,  and  ob- 
jective points  in  their  travel,  distance  to  other  station  houses,  and 
the  number  of  other  local  and  daylight  trains  serving  the  station. 
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Stoppage  of  interstate  passenger  trains. — Two  States  report  that 
objections  on  the  part  of  the  carriers  have  arisen  to  orders  for  the 
necessary  stoppage  of  interstate  trains  for  the  accommodation  of 
local  travel.  In  North  Dakota  the  court  ordered  the  interstate  train 
to  stop  where  the  local  service  was  inadequate.  In  Texas  such  a  test 
case  is  pending,  without  decision  on  the  point.  However,  the  right 
of  the  State  in  this  regard  would  seem  to  be  seriously  restricted  by  the 
decision  of  the  Supreme  Court  of  the  United  States  in  the  case  of 
Mississippi  Railroad  Commission  v.  Illinois  Central  Hail  way  Co. 
(203  U.  S.,  335).  It  i<r  obvious  that  no  commission  should  attempt 
to  require  a  transcontinental  railroad  to  stop  all  its  through  trains 
at  every  station  within  the  State.  It  is  equally  obvious  that  the 
interest  of  the  carrier  and  the  public  will  often  be  better  served  by 
requiring  such  interstate  trains  to  make  a  reasonable  number  of  neces- 
sary stops  than  by  requiring  additional  local  train  service.  The 
relations  between  the  interstate  and  State  trains  are  necessarily  so 
intimate  as  to  render  it  almost  impossible  to  separate  the  one  from 
the  other  on  account  of  connections  for  mail  and  passengers.  The 
remedy  pointed  out  by  the  Circuit  Court  of  Appeals  in  the  Mis- 
sissippi Railroad  Commission  case,  viz,  the  requirement  of  additional 
local  trains,  in  practice  is  not  adequate  and  will  work  unnecessary 
hardship  on  the  carriers.  Congress  has  not  yet  delegated  to  any 
tribunal  the  power  to  compel  necessary  running  or  stoppage  of  inter- 
state trains,  and  until  it  takes  some  such  action  the  full  measure  of 
adequate  service  can  not  be  obtained. 

WAITING   ROOMS. 

There  is  probably  more  ill  feeling  engendered  toward  railroad 
companies  in  passenger  waiting  rooms  than  in  any  other  place.  The 
annoyances  of  a  poorly  lighted,  poorly  heated,  poorly  ventilated 
waiting  room,  presided  over  by  an  uncivil  agent,  are  known  to  all, 
and  need  not  be  gone  into  any  further  detail  here.  If  there  is  any 
modern  invention  which  is  specifically  designed  for  the  purpose  of 
bringing  about  a  feeling  of  sullen  hatred  toward  a  railroad  company 
it  is  the  average  small  station  waiting  room.  This  statement,  in 
common  justice,  should  be  placed  in  immediate  juxtaposition  with 
the  recognition  of  the  great  improvement  in  the  comfort  and  beauty 
of  waiting  rooms  in  the  larger  and  newer  stations.  Examination  of 
the  replies  made  by  the  various  commissions  to  your  committee,  as 
well  as  our  individual  observation,  indicates  that  not  enough  atten- 
tion has  been  given  to  this  subject  by  the  commissions  themselves. 
There  is  nowhere  greater  room  for  improvement  in  service  than  in 
the  conditions  of  the  waiting-room  accommodations,  and  whether 
we  recognize  it  or  not,  the  public  whose  servants  we  are  expects  us  to 
bring  about  results  in  this  direction. 
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When  station  to  ~be  open. — The  replies  made  indicate  that  the  com- 
missions are  generally  alive  to  the  necessity  for  providing  that  wait- 
ing rooms  should  be  required  to  be  kept  open  a  reasonable  time  before 
the  arrival  and  after  the  departure  of  all  passenger  trains.  Usually 
this  period  is  fixed  at  half  an  hour  prior  to  the  scheduled  time  of 
arrival  and  half  an  hour  after  the  departure  of  the  train.  In  some 
States  by  statute  the  waiting  rooms  at  junction  points  are  required  to 
be  kept  open  for  the  accommodation  of  passengers  waiting  to  be 
transferred  from  one  line  to  the  other. 

Lighting,  heating,  and  ventilation. — The  general  requirement  is 
that  the  waiting  rooms  shall  be  so  heated,  lighted,  ventilated,  and 
equipped  as  to  render  the  occupants  reasonably  comfortable.  That 
the  waiting  rooms  are  often  not  so  heated,  lighted,  ventilated,  and 
equipped,  and  that  the  occupants  thereof  are  often  unreasonably 
uncomfortable,  is  of  common  knowledge.  Too  often  the  heating  of  the 
waiting  room  in  the  small  station  is  by  the  old-fashioned  cannon  stove, 
by  a  supply  of  lignite  coal  heaped  on  so  that  the  waiting  room  is 
filled  with  sulphurous  gas  and  carbon  monoxide.  The  operation  of 
this  stove  is  often  intrusted  to  some  employee  who  gives  it  only  occa- 
sional attention  and  piles  on  sufficient  fuel  to  last,  as  he  estimates, 
for  a  long  period  of  time.  The  room  may  become  unbearably  hot, 
or  the  supply  of  fuel  may  run  low  and  the  room  become  cold,  without 
further  attention  on  the  part  of  anyone  who  will  see  that  the  con- 
dition is  rectified. 

We  are  all  familiar  with  the  waiting  room  which  is  lighted  with 
one  or  two  kerosene  lamps,  or  with  a  single  fly-specked  and  dirty 
electric  light.  It  is  suggested  as  a  reasonable  test  as  to  whether  a 
waiting  room  is  adequately  lighted  that  it  should  enable  a  person  of 
normal  eyesight  to  read  with  comfort  the  notices  which  the  law  re- 
quires to  be  posted  within  the  waiting  room,  and  so  that  he  may  know 
the  contents  of  his  ticket.  There  are  many  waiting  rooms  which  must 
be  considered  as  inadequately  lighted  when  measured  by  this  stand- 
ard. The  ventilation  of  waiting  rooms  is  subject  to  the  same  com- 
ments. Passengers  are  entitled  to  use  the  waiting  room  a  reasonable 
time  without  incurring  a  headache  due  to  bad  ventilation.  The  com- 
mission of  which  the  chairman  of  this  committee  is  a  member  is  the 
only  one  which  reports  having  made  a  specific  order  with  respect  to 
the  ventilation  of  a  station.  It  required  the  withdrawal  of  a  lunch 
counter  from  a  waiting  room  because  the  odors  of  cooking  and  stale 
coffee  were  offensive  to  waiting  passengers. 

Water  supply  in  waiting  rooms. — Generally  there  is  a  requirement 
that  waiting  rooms  shall  be  supplied  with  drinking  water.  No  com- 
mission has  reported  to  this  committee  that  any  test  is  made  by  any 
one  as  to  the  purity  of  the  source  of  the  water  supply.  The  public 
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drinking:  cup  has  generally  been  banished  within  the  last  year. 
Where  it  is  still  used,  common  decency  and  regard  for  health  demand 
that  such  use  be  discontinued,  and  the  bubbling  fountain  or  individual 
cup  installed.  The  same  consideration  for  the  public  health  demands 
a  survey  of  the  source  and  purity  of  the  water  and  ice  supply.  Mem- 
bers of  this  committee  have  seen  tanks  for  drinking  water,  the  un- 
clean interior  of  which  showed  unmistakable  evidence  of  neglect. 
No  one  knows  whether  the  ice  comes  from  a  clear  pond  or  not.  We 
have  seen  ice  which  was  put  in  drinking  tanks  both  in  waiting  rooms 
and  on  trains  lying  on  filthy  platforms  and  handled  with  unclean 
hands.  In  one  case  ice  was  found  to  be  lying  on  a  platform  which 
received  the  drainage  from  passenger  cars  which  were  being  cleansed. 
The  public  drinking  cup  has  now  largely  been  banished  by  the  activi- 
ties of  State  and  local  boards  of  health.  If  the  requirements  that 
drinking  water  be  furnished,  that  waiting  rooms  be  properly  lighted, 
heated,  and  ventilated  come  within  the  head  of  good  service  at  all, 
it  would  seem  that  the  service  supplied  should  be  such  as  to  conduce 
to  the  public  safety  and  not  be  a  menace  to  the  health  of  the  traveler. 
The  protection  of  the  public  in  this  regard  is  primarily  a  duty  of  the 
railroad  commissions  in  the  enforcement  of  reasonable  and  adequate 
service.  This  responsibility  should  not  be  evaded  by  the  members 
of  this  association.  It  is  entirely  proper  that  there  shall  be  full 
cooperation  with  the  local  and  State  health  officers.  It  will  generally 
be  found  that  the  health  officers  and  medical  fraternity  are  extremely 
anxious  to  cooperate  with  any  department  of  the  Government  which 
possesses  power  to  aid  in  the  tremendous  work  of  sanitation,  and  to 
give  of  their  time  and  technical  learning  for  this  purpose. 

Separate  waiting  rooms  for  white  and  colored  races,  and  for  men 
and  women. — A  few  of  the  Southern  States  report  requirements  for 
separate  waiting  rooms  for  the  white  and  colored  races.  No  State  re- 
ports requirements  for  separate  waiting  rooms  for  men  and  women. 
It  would  seem  to  be  well  within  the  jurisdiction  of  the  commissions 
whenever  necessary  to  require  the  maintenance  of  separate  waiting 
rooms  for  men  and  women  as  an  element  of  good  service.  A  very 
healthy  tendency  is  shown  toward  the  installation  of  rest  and  re- 
tiring rooms  for  women  travelers  in  the  newer  and  more  modern 
stations  where  the  traffic  is  sufficient  in  volume  to  call  for  such  con- 
veniences. 

Toilets  at  stations. — There  is  probably  no  more  difficult  task  which 
confronts  a  railroad  superintendent  than  the  proper  policing  of 
toilet  rooms  or  water-closets  in  connection  with  passenger  stations. 
It  is  due  in  part  to  the  innate  general  cussedness  of  an  extremely  large 
part  of  the  traveling  public — that  lack  of  decency  which  is  a  lack  of 
sense — and  in  part  to  the  obvious  difficulty  of  controlling  the  actions 
of  the  occupants  of  such  rooms  or  buildings,  in  part  to  the  unpleasant- 
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ness  of  the  police  duty  itself,  which  leads  to  a  shirking  of  the  neces- 
sary labor  and,  we  regret  to  say,  in  part  to  a  seeming  lack  of  appre- 
ciation of  the  demands  of  decency  and  health.  That  separate  toilet 
rooms  or  buildings  should  be  provided  for  men  and  women  goes 
without  saying.  That  the  men's  toilet  should  be  kept  locked  unless  it 
is  under  the  close  surveillance  of  some  responsible  employee  seems  to 
be  beyond  question.  That  arrangements  should  be  made  so  that  if 
possible  it  Avill  be  unnecessarj'  for  a  woman  to  have  to  apply  to  a 
male  employee  for  a  key  to  the  toilet  will  be  conceded.  That  the 
women's  toilet  should  be  kept  locked  except  when  women  passengers 
are  in  the  waiting  room  is  a  reasonable  precaution.  Some  commis- 
sions reported  to  your  committee  that  it  is  their  practice  to  require 
the  women's  toilet  to  be  kept  locked,  with  the  key  in  the  office.  The 
object  of  such  requirement  is  commendable,  but  it  is  suggested  that 
it  is  better  to  couple  such  a  rule  with  the  requirement  that  the  women's 
toilet  shall  be  open  and  under  surveillance  a  reasonable  time  before 
the  arrival  and  until  after  the  departure  of  passenger  trains.  This 
will  often  avoid  the  unnecessary  embarrassment  of  sensitive  women 
travelers. 

Several  of  the  commissions  report  that  where  there  is  water  ancf 
a  sewer  within  resonable  distance  from  the  station,  it  is  their  prac- 
tice to  require  inside  sanitary  flush  closets.  In  many  cases  septic 
tanks  can  be  installed  which  will  answer  the  same  purpose.  One  or 
two  of  the  commissions  report  that  they  believe  this  matter  can  best 
be  controlled  through  local  officers.  That  the  cooperation  of  the 
local  police  officers  is  necessary  and  desirable  is  admitted,  but  the 
responsibility  for  securing  adequate  and  proper  service  in  this  regard 
can  not  be,  and  should  not  be,  evaded  by  the  members  of  this  associ- 
ation. It  is  a  delicate  and  unpleasant  subject,  but  the  disgraceful 
conditions  which  exist  at  innumerable  stations  should  bring  to  our 
attention  sharply  that  the  traveling  public  expects  us  to  see  that 
these  conditions  are  mitigated,  and  we  can  not  avoid  this  responsi- 
bility. 

Protection  of  patrons  from  undesirable  or  offensive  persons — Use  of 
intoxicants. — The  protection  of  patrons  from  undesirable  or  offensive 
persons  and  the  prohibition  of  the  use  of  intoxicants  in  or  about  the 
depot  is  in  practice  generally  left  to  the  supervision  of  the  local 
police  authorities.  It  is  obviously  beyond  the  power  of  a  commis- 
sion to  do  constabulatory  duty  itself  and  patrol  all  the  stations  with- 
in its  jurisdiction.  It  is  a  common-law  duty  of  the  carrier  to  protect 
its  patrons,  and  a  regulatory  commission  is  derelict  if  it  does  not 
satisfy  itself  that  this  common-law  obligation  is  being  met. 

Several  States  have  statutes  which  prohibit  the  use  of  intoxicants 
in  or  about  depots.  A  number  of  the  commissions  report  that  the 
companies  are  generally  slow  to  enforce  the  statutes  or  their  own 
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rules  as  to  the  use  of  intoxicants  in  and  about  the  stations.  This  is 
undoubtedly  due  in  large  part  to  a  fear  of  possible  damage  suit 
which  would  result  from  a  mistake  and  unwarranted  exercise  of  their 
power.  If  the  depot  master,  or  some  suitable  level-headed  employee 
about  the  station,  is  given  the  powers  of  a  police  officer  either  by  a 
special  statute  or  by  being  appointed  a  deputy,  he  can  by  the  exercise 
of  tact  or  the  display  of  a  badge  of  office  alone  often  rid  the  station 
of  undesirable  or  intoxicated  persons  and  insure  peace,  comfort,  and 
proper  protection  for  law-abiding  passengers  without  using  his 
authority  or  incurring  risk.  At  the  larger  stations,  of  course,  special 
or  regular  police  officers  generally  perform  the  same  functions  as  we 
have  suggested. 

Bulletining  delayed  trains. — One  of  the  most  exasperating  features 
in  passenger  travel  is  the  difficulty  of  obtaining  accurate  information 
as  to  the  time  of  arrival  or  departure  of  passenger  trains.  To  meet 
this,  many  States  have  required  the  installation  of  a  bulletin  board 
in  a  conspicuous  place  in  each  passenger  station,  stating  the  scheduled 
time  of  arrival  and  how  much  late  the  train  may  be. 

The  commissions  generally  report  that  statutes  or  orders  are 
reasonably  well  observed  and  complied  with,  and  that  this  matter 
is  given  considerable  attention  both  by  members  of  the  commission 
and  their  inspectors.  The  public  demands  this,  and  it  is  one  of  the 
most  inexpensive  and  reasonable  requirements  that  can  be  made  of 
a  carrier,  and  yet  in  practical  operation  it  is  found  that  tlie  bulletin 
board  itself  is  often  an  aggravation.  In  their  desire  to  play  on  the 
safe  side,  dispatchers  or  agents  will  mark  up  short  time  for  the 
arrival  of  a  train  and  then  at  frequent  intervals  mark  it  up  a  few 
minutes  later.  There  is  a  possibly  well-founded  suspicion  on  the  part 
of  the  traveling  public  that  this  is  often  unnecessary.  Such  cases 
are  difficult  to  uncover  and  it  is  hard  to  locate  the  responsibility 
when  they  do  occur.  It  is  suggested  that  the  best  means  of  enforc- 
ing this  very  reasonable  requirement,  and  to  prevent  this  practice 
of  jockeying  the  bulletin  board,  is,  if  possible,  to  get  a  case  of  this 
character  to  the  attention  of  the  superintendent  while  it  is  still 
going  on,  so  that  there  can  be  no  question  as  to  the  facts,  in  order  that 
prompt  and  unexpected  discipline  may  be  visited  upon  the  one  at 
fault.  Some  roads  require  their  dispatchers  and  agents  to  keep  a 
memorandum  of  the  details  of  reports  given  on  delayed  trains  and 
when  such  reports  were  given.  This  is  of  great  assistance  in  check- 
ing up  cases  of  improper  bulletining.  The  trouble  usually  is  the  dis- 
patcher and  agent  do  not  feel  their  personal  responsibility. 

Posting  of  notices  in  waiting  rooms. — Generally  notices  of  one  char- 
acter or  another  for  the  information  of  the  public  are  required  to  be 
posted  in  the  waiting  rooms.  Such  are  notices  of  change  in  State  or 
interstate  rates,  copies  of  statutes  and  orders  of  the  commissioners,  and 
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similar  notices,  or  tariffs  as  required  by  law.  Generally  with  these 
notices  are  posted  advertisements  of  fairs  and  excursions,  and  such 
other  notices  as  the  carrier  deems  proper  for  the  information  of  the 
public.  A  multitude  of  notices  in  a  sense  destroys  their  usefulness  for 
the  purpose  for  which  they  are  intended.  The  bulletin  board  should 
be  kept  clear  of  dead  and  unimportant  notices  and  mere  advertise- 
ments. Any  notice  which  is  important  enough  to  be  posted  at  all  is 
entitled  to  prominence  and  should  not  be  buried  by  handbills,  nor 
should  its  prominence  be  lessened  by  the  presence  of  unnecessary  or 
trivial  documents  and  papers. 

One  of  the  most  important  notices  which  either  the  law  or  orders 
of  the  commissions  require  to  be  maintained  is  with  respect  to  the 
facilities  which  the  carriers  are  required  to  furnish.  It  has  been 
found  very  helpful  to  have  a  short  code  of  such  requirements  printed 
in  readable  type  and  prominently  displayed  in  waiting  rooms,  where 
they  operate  to  educate  the  traveling  public  as  to  what  it  is  entitled 
to  demand  and  are  a  constant  reminder  to  the  employee  of  the  rail- 
road as  to  what  his  duties  are.  As  illustrative  of  such  a  type  of 
notice,  that  which  is  required  to  be  posted  in  the  State  of  Oregon  is 
submitted  as  an  appendix  to  this  report.  Such  notices  are  of  practical 
value  to  the  public. 

The  consensus  of  opinion  of  the  commissions  reporting  to  your 
committee  is  that  the  requirement  of  posting  of  notices  of  changes 
in  rates,  changes  in  schedules  or  trains,  advising  the  public  as  to  its 
right  to  demand  an  inspection  of  tariffs  and  require  the  assistance  of 
the  agent  for  that  purpose  without  assigning  any  reason,  and  advis- 
ing the  public  where  complete  public  files  of  the  tariffs  are  to  be 
found  are  all  of  great  practical  value. 

General  demeanor  of  agents. — The  committee  is  glad  to  report 
that  it  is  practically  the  unanimous  opinion  of  the  commissions  which  • 
have  replied  to  its  inquiries  that  in  the  past  few  years  there  has  been 
great  improvement  in  the  manner  in  which  the  traveling  public  is 
met  by  the  station  and  ticket  agents.  The  general  report  made  to  us» 
is  that  at  the  present  time  there  is  but  little  or  no  complaint  as  to 
incivility  on  the  part  of  the  employees  at  the  window,  and  that  when 
such  cases  are  brought  to  the  attention  of  the  proper  officials  of  the 
railroad  they  are  given  immediate  attention  and  proper  discipline  i? 
administered.  Station  agents  are  generally  getting  better  trained 
and  are  giving  more  and  more  efficient  service,  with  the  result  that  the 
business  between  the  railroads  and  their  patrons  is  generally  more 
agreeably  transacted.  It  is  a  truism  that  the  station  agent  has  more 
to  do  with  the  molding  of  public  sentiment  toward  his  railroad  than 
any  other  employee  or  official  on  the  line.  The  carriers  themselves 
within  the  last  few  years  have  recognized  this  and  generally  have 
taken  an  advanced  stand  in  the  requirement  of  courtesy  and  con- 
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sideration  for  the  traveling  public.  It  is  a  debated  question  whether 
their  pay  is  usually  sufficient  to  attract  and  retain  the  high  standard 
of  efficiency  which  should  be  afforded. 

Installation  of  telephones  in  station*. — Several  commissions  have 
undertaken  to  require  the  installation  of  telephones  in  stations  where 
they  had  not  been  provided,  and,  as  we  are  informed,  in  at  least  one 
jurisdiction  an  order  to  this  effect  was  sustained  in  the  courts.  If 
the  power  to  compel  the  installation  of  telephones  is  not  given  to  the 
commissions  it  should  be  committed  to  them  for  the  greater  accommo- 

~ 

dation  of  the  public. 

Accessibility  of  tariffs. — There  is  very  little  complaint  that  tariffs 
are  now  inaccessible  to  the  public,  or  that  the  files  are  not  properly 
kept.  A  few  years  ago,  before  the  Interstate  Commerce  Commission 
required  a  periodical  check  of  tariffs,  it  was  a  frequent  occurrence 
to  find  a  pile  of  unopened  envelopes  containing  tariffs  thrown  in  the 
corner  of  the  country  freight  office.  Tariff  inspectors  and  traveling 
auditors  charged  with  the  duty  of  inspecting  local  tariff  files  have 
now  largely  overcome  this  condition,  to  the  immeasurable  relief  of 
the  traveling  and  shipping  public. 

Baggage  rooms — Transfer  companies. — With  respect  to  the  han- 
dling of  baggage.  24  hours'  free  time  seems  to  be  generally  allowed 
after  baggage  is  received.  The  baggage  rooms  are  generally  re- 
quired to  be  open  at  the  smaller  stations  at  least  a  half  an  hour  prior 
to  the  scheduled  time  of  arrival  of  the  trains.  It  is  now  generally 
conceded  that  the  carriers  have  the  right  to  contract  to  grant  to  a 
single  transfer  agent  the  exclusive  privilege  to  go  upon  station 
grounds  or  trains  to  solicit  the  transportation  of  baggage,  and  to 
exclude  other  persons  from  competition.  The  agents  of  the  transfer 
companies  do  not  appear  in  all  cases  to  be  entirely  scrupulous  in  ad- 
vising passengers  as  to  the  fact  that  they  are  not  connected  with  the 
railway  company,  and  many  commissioners  know  of  instances  in 
which  inexperienced  travelers  have  been  led  to  incur  unnecessary 
expense  under  the  assumption  that  the  agent  of  the  transfer  company 
was  an  employee  of  the  railroad,  and  that  such  expenditure  was  nec- 
essary. Such  instances  should,  of  course,  be  brought  to  the  attention 
of  the  carrier  which  is  responsible  for  the  action  of  the  transfer  com- 
pany's agent,  and  proper  discipline  should  be  administered. 

Station  platfoi*ms. — It  appears  that  very  little  attention  has  been 
given  to  the  subject  of  station  platforms.  The  merit  of  the  different 
platform  materials  would  probably  be  in  this  order:  Vitrified  brick 
or  solid  cement,  concrete,  wood,  decomposed  granite,  granite  mixed 
with  cinders  and  clay,  and  cinders.  The  granite  and  cinder  plat- 
forms are  cheap,  but  are  generally  regarded  as  more  insanitary  than 
vitrified  brick  or  concrete,  which  can  be  washed  and  kept  clean. 
The  lighting  of  platforms,  particularly  at  the  smaller  stations,  is 
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generally  inadequate.  The  ordinary  kerosene  tubular  or  square  box 
lamp  usually  serves  little  other  purpose  than  to  make  the  darkness 
seem  more  intense.  With  electric  lights,  hollow  wire,  and  other  in- 
candescent gasoline  lamps  so  common  and  cheap,  it  would  seem  that 
the  time  has  come  for  a  general  movement  for  the  better  lighting 
of  the  country  station  platforms.  It  is  probably  not  much  beyond 
the  mark  to  say  that  the  verdicts  which  the  railroads  are  annually 
obliged  to  pay  in  personal  injur}'  cases  because  of  poorly  lighted  plat- 
forms are  far  more  than  enough  to  pay  the  expense  of  providing 
suitable  lamps.  It  is  obvious  that  with  the  growth  of  traffic  more 
and  more  covered  platforms  will  be  required. 

Union  stations. — The  necessity  of  many  communities  would  require 
the  construction  of  union  stations.  As  far  as  our  investigation  has 
disclosed  there  are  but  two  States,  viz,  Arkansas  and  Texas,  in  which 
the  commission  has  authority  to  require  the  installation  of  union 
stations.  In  Texas  several  orders  have  been  issued,  but  a  test  case 
is  now  on  appeal  on  one  of  the  orders.  This  case  was  decided  against 
the  commission  in  the  trial  court,  but  on  the  merits  of  the  particular 
case  and  without  going  into  the  validity  of  the  law.  Other  orders 
have  been  issued  and  have  been  complied  with  without  contest.  A 
different  question  arises  at  junction  points,  where  frequently  the 
statutes  require  the  construction  of  a  joint  station  or  waiting  room, 
and  orders  have  been  issued  thereon  which  have  been  upheld. 

TRAIN   SERVICE. 

X i/triber  and  frequency  of  trains. — Generally  the  power  over  the 
number  of  trains  which  shall  be  run  for  the  accommodation  of  pas- 
sengers is  within  the  jurisdiction  of  the  commissions — is  included 
within  the  words  "  reasonable  service."  Some  States,  as,  for  in- 
stance, Texas  and  North  Dakota,  provide  that  trains  must  be  operated 
once  each  way  over  all  lines  of  road,  except  Sundays.  The  absence 
of  power  on  the  part  of  any  State  commission  to  compel  the  running 
of  an  interstate  train  suggests  that  Congress  should  delegate  to  some 
proper  tribunal  this  authority.  Travel  is  not  limited  by  State  lines, 
and  often  it  is  an  interstate  train  which  the  evidence  would  warrant 
ordered  to  be  run.  The  speed  of  trains  may  be  regulated  as  a  matter 
of  safety.  There  seems  to  be  no  doubt  of  the  power  of  the  commis- 
sions to  compel  additional  cars  to  be  put  upon  passenger  trains  when 
necessary  for  the  accommodation  of  the  travel  regularly  offering.  In 
practice,  however,  there  has  been  found  to  be  some  little  difficulty 
due  to  the  reluctance  of  trainmen  to  open  deadhead  or  empty  cars 
where  the  remaining  cars  on  the  train  were  crowded. 

In  some  States,  as.  for  instance.  New  Jersey,  the  duty  is  made  plain 
by  statute  to  start  and  run  trains  at  regular  times,  to  be  fixed  by 
public  notice. 
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I><lai/c<l  trains. — The  delayed-train  nuisance  is  one  that  is  always 
with  the  commissions.  The  causes  vary  in  different  sections  of  the 
country.  In  New  York  it  is  shown  that  the  largest  percentage  of 
delays  to  passenger  trains  is  caused  by  waiting  at  terminals  for  de- 
layed connecting  trains.  In  the  far  West  local  traffic  is  largely 
handled  on  through  transcontinental  trains  and  the  length  of  the 
run  and  the  adverse  grades  and  weather  conditions  make  delays 
numerous.  Passenger  schedules  are  generally  prepared  for  normal 
service  and  a  congestion  or  storm  usually  means  delays  not  only  to 
the  train  affected,  but  to  other  trains.  Unquestionably  this  could  be 
met  to  a  certain  extent  if  the  schedule  of  passenger  trains  should  be 
made  so  as  to  allow  to  a  reasonable  extent  for  the  delays  which  occur 
at  times  other  than  when  the  business  and  weather  conditions  are 
normal.  Such  a  schedule,  however,  would  to  a  certain  extent  run 
counter  to  the  general  public  demand  for  the  maintenance  of  the 
greatest  possible  speed.  In  the  second  district  in  New  York  train- 
delay  reports  are  made  to  the  commission  monthly.  The  causes  for 
such  delays  and  the  remedies  therefor  are  matters  in  which  the  public 
is  vitally  interested  and  it  would  seem  in  this  respect  that  publicity 
will  have  a  beneficial  effect. 

Passengers  carried  on  freight  trains. — One  State,  Arkansas,  reports 
an  act  which  requires  that  local  freight  trains  shall  carry  passengers. 
Generally  this  practice  is  discouraged,  both  by  the  carriers  and  by 
the  commissions.  In  Oregon  an  act  of  the  legislature  provides  that- 
the  members  and  employees  of  the  commission  may  ride  upon  freight 
trains  without  thereby  making  the  railroad  a  common  carrier  of 
passengers  upon  freight  trains. 

Steel  coaches. — There  is  an  entire  absence  of  anj7  regulation  as  to 
the  construction  or  use  of  steel  cars,  except  the  Federal  act  which 
requires  the  construction  of  certain  steel  mail  cars.  Important  acci- 
dents which  have  occurred  within  the  last  few  months  and  which  are 
covered  by  the  reports  of  the  Interstate  Commerce  Commission  dem- 
onstrate the  necessity  from  a  standpoint  of  safety  of  regulating  the 
mixture  of  steel  and  wooden  cars  on  the  same  train.  No  State,  how- 
ever, has  yet  made  any  such  requirement. 

Jim  Crow  and  smoking  cars. — Except  in  the  Southern  States  "  Jim 
Crow  "  cars  are  not  required.  Smoking  cars  are  not  required  in  any 
State  which  has  reported,  except  Minnesota,  Florida,  and  Nevada, 
and  they  are  only  provided  as  a  matter  of  custom. 

Heating,  lighting,  and  ventilation  of  coaches,'  sanitation. — What 
your  committee  has  said  with  respect  to  sanitation  of  station  waiting 
rooms  applies  equally  to  the  heating,  lighting,  ventilation,  and  water 
supply  of  passenger  cars.  New  York  has  made  it  unlawful  for  steam 
railroads  over  50  miles  in  length  to  use  stoves  for  the  heating  of 
passenger  cars.  Except  for  an  occasional  enactment  of  this  charac- 
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ter  the  whole  subject  seems  to  be  committed  to  the  jurisdiction  of  the 
commissions  under  the  general  power  to  require  good  service.  Here 
again  there  is  close  personal  contact  between  the  corporation  and  the 
passenger.  The  proper  policing  and  sanitation  of  passenger  cars  is 
unquestionably  a  great  difficulty.  Because  it  is  a  great  difficulty  it 
is  worthy  of  greater  study  than  has  yet  been  given  it.  The  Federal 
Government  has  now  entered  upon  a  survey  of  this  very  important 
subject  from  the  standpoint  of  the  public  health.  Great  results  will 
unquestionably  follow  such  an  investigation.  The  scope  of  the  in- 
vestigation, however,  should  be  extended  to  include  the  consideration 
of  public  convenience  and  comfort  as  well  as  health.  Public  senti- 
ment and  legislation  have  largely  done  away  with  the  old  car  stove. 
The  oil  light  is  still  used  to  a  very  large  extent.  The  ventilation  of 
passenger  cars  is  notoriously  bad — the  new  arched  deck  steel  coaches 
seem  to  be  more  poorly  ventilated  than  the  old  wooden  cars.  No 
one  seems  to  be  paying  any  attention  to  whether  the  drinking  water 
supplied  is  pure  or  contaminated. 

Legislation  and  orders  of  boards  of  health  banished  the  public 
drinking  cup  in  numerous  States,  and  finally  by  quarantine  order 
issued  October  30  by  the  Secretary  of  the  Treasury  the  use  of  the 
common  cup  has  been  prohibited  on  all  interstate  trains.  In  New 
Jersey,  by  order  of  the  commission,  the  railroad  companies  are  re- 
quired to  furnish  passengers  oh  request  with  inexpensive  individual 
cups,  or  glass  in  a  sanitary  condition,  for  the  sole  purpose  of  drink- 
ing water  on  trains,  and  this  order  has  been  upheld  by  the  courts  of 
that  State.  Paraffin  paper  cups  are  so  inexpensive  that  it  will  be  a 
very  slight  hardship  for  the  carriers  to  supply  their  passengers  with 
them.  This,  however,  is  not  customarily  done  and  the  passenger 
who  forgets  to  bring  his  individual  cup  with  him  is  often  obliged  to 
purchase  a  cup  at  a  comparatively  exorbitant  price  from  a  news- 
agent. The  New  Jersey  regulation  commends  itself  as  fair  and 
desirable. 

The  flickering  electric  lights  on  interurban  electric  cars  can  be 
bettered  by  the  use  of  storage  batteries,  but  the  interurban  roads 
seem  reluctant  to  install  them. 

There  seems  to  be  a  complete  absence  of  legislation,  or  general 
orders,  with  respect  to  toilets  in  passenger  cars.  In  Oregon  carriers 
are  required  to  furnish  toilet  paper.  These  necessary  facilities  are 
perhaps  the  most  noisome  and  pestilential  features  of  railroad  opera- 
tion. From  a  sanitary  standpoint  it  is  almost  inconceivable  that  they 
have  been  permitted  to  continue  as  long  as  they  have.  Unquestion- 
ably this  feature  will  receive  the  thorough  attention  that  it  should 
at  the  hands  of  the  Federal  Government  in  the  forthcoming  investi- 
gation. No  one  can  now  even  hazard  a  guess  at  the  effect  the  present 
system  has  upon  the  spread  of  disease  in  this  Nation. 
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After  the  common  drinking  cup,  the  roller  towel  and  the  common 
soap  in  the  passenger-car  washroom  must  go.  Suitable  head  rests, 
on  chair  cars,  which  can  be  readily  changed,  sooner  or  later  must  be 
the  general  rule.  More  attention  must  be  paid  to  the  disinfection 
and  cleaning  of  cars  at  terminals  and  en  route.  Branch-line  cars 
at  the  present  time  compare  very  unfavorably  with  those  used  on 
the  main  lines.  It  is  gratifying  that  some  of  the  roads  are  using 
the  vacuum  cleaner  instead  of  the  old-fashioned  broom  for  cleaning 
cars  in  transit,  and  the  use  of  vacuum  and  compressed  air  and  dis- 
infectants at  terminals  is  becoming  more  universal. 

Use  of  intoxicants  on  train — Gambling. — A  number  of  the  States 
prohibit  the  use  of  intoxicants  upon  trains,  except  in  buffet  or  dining 
cars,  and  forbid  the  presence  of  drunken  persons.  Coupled  with  such 
a  statute  should  be  the  provision  found  in  some  States  conferring  the 
power  of  peace  officers  upon  the  trainmen.  A  useful  provision  is 
that  found  in  the  South  Dakota  law  which  requires  to  be  posted 
in  every  passenger  coach  a  placard  inscribed,  "  Drinking  intoxicating 
liquors  upon  this  train  is  prohibited  by  law." 

Gambling  upon  trains,  so  common  a  couple  of  decades  ago,  is  now 
generally  prohibited  either  by  the  general  gambling  laws  of  the 
State  or  specific  statute  relating  to  passenger  trains.  In  Texas 
even  the  use  of  playing  cards  at  all  is  prohibited. 

INSPECTIONS. 

The  commissions  generally  undertake  to  make  inspections  of  the 
various  railway  lines  within  their  jurisdiction  periodically  or  semi- 
periodically.  Such  inspections  can  be  made  either  in  a  formal  manner 
by  giving  notice  to  the  company  and  having  the  inspecting  officer 
accompanied  by  representatives  of  the  carrier,  or  the  inspection  can 
be  made  informally,  without  notice  to  the  company.  Both  methods 
have  their  advantages  and  both  are  desirable.  Neither  should  be 
used  to  the  exclusion  of  the  other.  A  number  of  the  State  commis- 
sions are  provided  with  inspectors.  When  the  inspector  is  accom- 
panied by  representatives  of  the  company  he  is  often  able  to  secure 
the  immediate  correction  of  minor  service  derelictions  which  are 
disclosed.  Too  often,  however,  when  such  an  inspection  is  commenced 
word  is  passed  along  the  line,  and  there  is  a  tendency  to  slick  up  a 
station  so  that  true  normal  conditions  are  not  disclosed.  Each  com- 
mission should  have  it  thoroughly  understood  that  every  member  and 
employee  is  always  on  duty  when  he  is  on  a  passenger  train  or  about 
a  station,  and  the  Wisconsin  plan  of  having  a  report  made  as  to 
what  is  disclosed  commends  itself.  A  written  report  insures  a  thor- 
oughness of  inspection  which  can  not  otherwise  be  obtained.  Your 
committee  therefore  recommends  as  the  best  practice  a  combina- 
tion of  the  methods  of  inspection  in  company  with  officers  of  the 
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roads  and  the  unexpected  inspection  at  irregular  intervals  by  the 
commissions. 

No  State  reports  that  it  has  ever  undertaken  a  survey  of  the  sta- 
tion or  train  facilities  in  connection  with  the  State  or  local  board  of 
health,  except  on  a  few  minor  occasions.  Such  boards  can  well 
cooperate,  to  the  infinite  betterment  both  of  service  and  the  public 
health. 

In  order  to  ascertain  what  the  practice  might  be  as  to  inspection 
of  (rain  and  station  service  by  our  larger  roads,  the  committee  caused 
inquiries  to  be  made  of  the  operating  officials  of  all  of  the  principal 
rail  systems  of  the  United  States.  Without  going  into  an  extended 
analysis  of  the  replies  received,  it  is  sufficient  to  say  that  generally 
they  depend  upon  examinations  by  their  operating  officers,  made  in 
usual  course.  The  inspector  who  travels  as  does  the  general  public, 
incognito,  arriving  unexpectedly,  and  who  thus  puts  himself  in  the 
shoes  of  the  ordinary  traveler,  is  comparatively  rare.  Your  com- 
mittee can  not  refrain  from  the  suggestion  that  a  private  car  at  the 
rear  end  of  a. train  is  the  very  poorest  place  from  which  to  make  an 
inspection  of  a  railroad  with  reference  to  the  service  and  accommoda- 
tions afforded  the  traveling  public. 

IN  GENERAL. 

The  attempt  of  the  committee  in  this  report  has  been  to  touch  upon 
the  comprehensive  subjects  of  passenger  service  and  accommodations 
to  show  in  how  many  minute  matters  it  directly  affects  the  relations 
between  the  railroads  and  their  patrons.  We  have  endeavored  to  show 
the  importance  of  a  more  thorough  survey  of  the  subject  than  we 
have  been  able  to  give  it,  both  from  a  standpoint  of  public  comfort 
and  public  health.  The  limitations  of  time  have  been  such  that  we 
have  not  felt  we  could  attempt  the  discussion  of  the  freight  service  at 
all,  but  we  have  left  that  for  :i  future  committee. 

CLYDE  B.  AITCHISON, 

Chairman. 

R.  P.  ALLEN. 

FRANK  X.  JULIAN. 

D.  H.  STALEY. 

APPENDIX  TO  REPORT  OF  COMMITTEE  ON   RAILWAY  SERVICE  AND  RAILWAY 

ACCOMMODATIONS. 

RAILROAD  COMPANY  LINES  IN  OREGON. 
NOTICE. 

For  the  information  of  passengers  the  following  rules  and  regulations  are 
published : 

All  passenger  waiting  rooms  and  passenger  cars  used  in  this  State  shall  be 
kept  clean  and  supplied  with  pure  drinking  water,  and  so  lighted,  heated, 
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ventilated,  and  equipped  as  to  render  the  occupants  of  same  reasonably  com- 
fortable. 

Suitable  toilet  rooms  or  buildings  shall  be  provided  and  kept  clean  at  each 
regular  station  where  an  agent  is  maintained.  A  separate  toilet  room  or  build- 
ing shall  be  kept  for  the  use  of  women,  which  shall  be  marked  as  such,  and 
which  shall  be  unlocked  at  all  times  when,  by  these  rules,  the  waiting  room 
is  required  to  be  open. 

Toilet  rooms  on  all  cars  carrying  passengers  shall  be  kept  clean  and  supplied 
with  toilet  paper. 

Waiting  rooms  and  ticket  offices  having  an  agent  shall  be  opened  for  the 
accommodation  of  the  traveling  public  at  least  30  minutes  before  the  schedule 
time  of  the  arrival  of  all  passenger  trains  scheduled  to  stop  at  such  stations, 
and  shall  be  kept  open  after  the  arrival  of  such  passenger  trains  for  such  length 
of  time  as  will  afford  passengers  a  reasonable  opportunity  to  transact  their 
business  and  to  leave  the  station. 

In  the  case  of  delayed  trains,  such  waiting  rooms  shall  be  kept  open  until 
the  actual  arrival  of  such  delayed  train. 

Waiting  rooms  at  junctions  shall  be  kept  open  when  necessary  for  the 
accommodation  of  passengers  waiting  to  transfer  from  one  line  to  the  other. 

Platforms  shall  be  kept  lighted  at  night  when  the  waiting  room  is,  by  these 
rules,  required  to  be  open. 

The  schedule  time  and  probable  time  of  arrival  of  each  regular  passenger 
train  shall  be  posted  on  bulletin  board  at  stations  at  which  such  trains  stop. 

The  management  will  appreciate  it  if  passengers  will  report  to  the  under- 
signed any  failure  on  the  part  of  agents  to  comply  with  above  regulations. 


General  Superintendent. 
(Date  and  address  of  general  superintendent.) 

REPORT   OF   THE  COMMITTEE   ON   ACCOUNTS   AND   STATISTICS    OF 
ELECTRIC    RAILWAYS. 

The  PRESIDENT.  We  come  now  to  a  consideration  of  the  report  of 
the  committee  on  accounts  and  statistics  of  electric  railways.  In 
the  absence  of  the  chairman,  I  will  ask  Mr.  Duffy  to  present  the 
report,  not  necessarily  to  read  it  at  this  time,  but  to  advise  the  asso- 
ciation as  to  the  nature  of  it. 

Mr.  THORNE,  of  Iowa.  Will  you  pardon  this  suggestion,  to  show 
you  the  value  of  such  a  paper  as  we  have  just  had  ?  New  Hampshire 
is  represented  here,  and  the  gentleman  representing  the  commission 
said  he  never  saw  toilet  paper  in  a  passenger  coach  in  his  State. 
The  people  in  New  Hampshire  are  now  going  to  get  toilet  paper  in 
that  State. 

A  MEMBER.  On  the  other  hand,  we  have  compelled  them  to  fur- 
nish individual  drinking  cups. 

The  PRESIDENT.  I  regret  as  much  as  any  person  here  that  there  is 
not  time  to  consider  these  reports  more  fully.  I  hope  that  has  im- 
pressed our  association  with  the  necessity  for  coming  prepared  to 
devote  the  necessary  time  to  the  work.  I  do  not  know  where  a  man 
who  is  charged  with  the  duty  of  regulating  these  public-service  cor- 
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porations  can  spend  a  week  to  better  advantage  than  he  can  right 
here,  equipping  himself  toward  being  prepared  to  perform  his  duties 
in  an  intelligent  and  a  most  up-to-date  manner. 

Mr.  DUFFY,  of  the  American  Electric  Railway  Accountants'  Asso- 
ciation. With  reference  to  the  last  remark  of  the  President,  that 
lie  does  not  know  where  gentlemen  charged  with  the  duty  of  reg- 
ulating public-service  corporations  can  spend  a  week  to  better  advan- 
tage, I  can  say  that  for  those  who  are  trying  to  do  the  work  I  do  not 
know  where  we  can  spend  a  week  to  better  advantage. 

I  shall  not  attempt  to  read  this  report,  but  there  are  a  few  things 
here  to  which  I  would  like  to  refer  briefly  and  hurriedly. 

First  of  all,  the  report  points  out  there  is  no  classification  of  bal- 
ance-sheet accounts  in  the  Interstate  Commerce  classification  which 
was  jointly  agreed  upon  between  the  American  Electric  Railway 
Association  and  the  commission.  I  would  like  to  state  that  at  the 
recent  convention  of  the  American  Electric  Railway  Association 
that  matter  was  recommended  by  the  classification  committee  of  that 
association,  and  steps  will  be  taken  to  work  out  a  standard  classifica- 
tion of  balance-sheet  accounts  for  electric  railways  in  connection  with 
the  Interstate  Commerce  Commission. 

Another  reference  in  the  report  is  as  to  the  fact  they  call  attention 
to  the  difference  between  the  classification  of  accounts  of  steam  rail- 
ways and  electric  railways,  or,  rather,  the  difficulty  of  making  them 
apply  to  certain  operations  that  deal  particularly  with  the  generation 
of  electric  power. 

As  you  all  know,  the  steam  locomotive  is  the  power  plant  on  the 
steam  railroad;  with  all  due  respect  to  the  big  moguls  we  have, 
they  are  probably  somewhere  between  one  and  two  thousand  horse- 
power. The  electric  railways  have  power  plants  of  one  hundred 
thousand  electrical  horsepower.  In  Chicago  there  are  electric  power 
plants  of  a  quarter  million  horsepower  capacity.  It  is  a  very  im- 
portant matter  that  the  difference  between  the  cost  of  moving  a  train 
by  steam  power  and  by  electric  power  be  segregated  and  properly 
applied,  in  order  to  correctly  determine  operating  expenses,  some- 
thing all  of  you  gentlemen  are  interested  in,  in  interstate  electric 
railroads;  and  for  this  reason  the  committee  recommends  that  this 
be  given  serious  consideration. 

Another  reason  is  that  many  of  the  electric  railways  do  not  gener- 
ate their  own  power.  That  is  true  in  the  city  of  New  York;  also 
Chicago. 

Another  point  is  that  many  of  the  electric  railway  companies 
are  engaged  in  the  electric  railway  and  electric  light  and  power  busi- 
ness and  also  steam-heat  business.  This  becomes  a  very  important 
matter  in  those  States  where  public  utilities  are  regulated  by  you 
gentlemen,  who  constitue  either  the  board  of  railway  commissioners, 
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the  board  of  public-utility  commissioners,  the  public-service  com- 
missioners, or  whatever  your  bodies  may  be  designated. 

That  is  particularly  the  case  in  Wisconsin.  I  do  not  believe  there 
is  an  important  electric  railway  in  Wisconsin  that  is  not  in  the 
electric  light  and  power  business,  and  many  also  in  the  steam-heat 
business.  That  is  the  case  with  our  company  in  Milwaukee,  for 
instance. 

There  have  been  some  very  valuable  papers  presented  here  on 
matters  pertaining  to  valuations  and  taxation  and  what  might  be 
termed  the  financial  side  of  this  business.  After  all,  this  is  the  real 
side.  I  just  want  to  call  attention  to  the  fact  that  there  is  a  very 
close  relationship  and  a  very  great  importance  in  that  relationship 
between  the  two  accounting  classifications  and  all  these  big  questions 
which  are  dealt  with  by  Mr.  Thorne  in  his  paper  and  in  the  paper 
on  railway  capitalization  and  other  papers. 

The  electric  railway  industry  in  America,  as  compared  with  the 
steam  railway,  is  rather  small,  but  rapidly  growing.  Not  in  our 
time,  perhaps,  but  I  believe  the  time  will  come  when  trains  will  no 
longer  be  moved  by  steam  power.  You  can  see  what  is  being  done  in 
the  terminals  about  New  York,  particularly  on  the  Pennsylvania  and 
New  York  Central,  as  well  as  in  other  eastern  roads,  in  the  applica- 
tion of  electricity  in  the  movement  of  trains. 

As  it  is,  the  American  electric  railway  industry  to-day  represents, 
as  I  recall  the  statistics  given  at  our  convention  in  1911,  an  invest- 
ment of  about  $4,000,000,000,  with  an  annual  revenue  of  about  $440,- 
000,000,  transporting  annually  approximately  10,000,000,000  passen- 
gers, equivalent  to  100  times  the  population  of  the  United  States, 
operating  over  40,000  miles  of  track  and  something  like  90,000  cars. 

Electric  railways  therefore  are  a  factor  in  the  transportation  prob- 
lems of  the  United  States,  particularly  in  those  States  which  control 
the  rates  and  service  of  electric  railway  companies,  electric  light  and 
power  companies,  or  other  public  utilities,  because,  gentlemen,  the 
problem  is  the  same  all  the  way  through,  whether  it  is  a  car  of  freight 
or  a  hundred  pounds  of  freight,  whether  it  is  one  passenger  or  a 
thousand  passengers,  or  whether  it  is  a  kilowatt-hour  of  electric  cur- 
rent that  is  being  dealt  with. 

I  am  saying  these  things  particularly  with  reference  to  this  recom- 
mendation of  the  committee : 

Uniformity  in  electric  railway  statistics  can  not  be  attained  without  the 
cooperation  of  the  State  commissions  that  supervise  the  principal  street 
railroads. 

That,  gentlemen,  is  a  very  important  matter,  particularly  to  the  in- 
coming administration  of  this  body. 

Mr.  THORNE,  of  Iowa.  I  move  that  the  report  and  recommenda- 
tions be  adopted. 
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The  motion  was  carried. 

The  report  of  the  committee  on  accounts  ami  statistics  of  electric- 
rail  waA'S  is  as  follows: 

REPORT   OF   THE    COMMITTEE   ON   ACCOUNTS   AND    STATISTICS   OF 
ELECTRIC   RAILWAYS. 

Compared  with  the  steam  railroad,  the  electric  railway  is  a  recent 
development,  and  even  though  it  was  a  substitute  for  the  earlier 
methods  of  street  railroad  transportation  by  means  of  animal  trac- 
tion the  industry  has  not  until  very  recently  attained  anything  like 
the  magnitude  of  steam  railroad  transportation.  The  industry  was 
essentially  a  local  business  and  there  were  few  occasions  of  contact 
between  the  managers  and  operators  of  companies  in  different  cities. 
It  is  not  therefore  surprising  that  down  to  comparatively  recent  years 
there  was  no  uniformity  in  the  accounts  and  records  of  electric  rail- 
ways. The  principal  impetus  toward  uniformity  was  undoubtedly 
the  organization  of  the  Street  Railway  Accountants'  Association  of 
America  in  1897.  This  association  adopted  a  classification  of  operat- 
ing expenses  and  a  form  of  report  that  was  used  by  a  considerable 
number  of  the  State  railroad  commissions  and  also  by  companies  in 
States  that  had  no  supervisory  commission. 

After  the  Interstate  Commerce  Commission  had  completed  its  sys- 
tem of  accounts  for  steam  railroads  in  1907  it  turned  its  attention  to 
the  accounts  of  the  electric  railways  just  at  the  time  when  public- 
utility  commissions  with  ample  powers  of  supervision  over  accounts, 
rates,  capitalization,  etc.,  were  established  in  New  York  and  Wis- 
consin. These  commissions  were  especially  interested  in  an  industry 
that  is  still  in  the  main  a  local  or  intrastate  industry  subject  to  their 
exclusive  jurisdiction,  and  upon  the  invitation  of  the  Interstate  Com- 
merce Commission  they  participated  in  the  conferences  with  the 
representatives  of  the  railways  in  the  formulation  of  a  new  classifica- 
tion of  accounts.  The  so-called  standard  classification  of  the  Ac- 
countants' Association  was  revised  and  was  adopted  by  the  Interstate 
Commerce  Commission,  but  neither  of  the  New  York  commissions 
nor  the  Wisconsin  commission  was  ready  to  adopt  the  classification 
without  considerable  modification.  The  committee  upon  accounts 
and  statistics  of  electric  railways  that  reported  to  this  association 
in  1909  considered  the  advisability  of  recommending  a  uniform  sys- 
tem of  accounts,  and  reported  adversely  against  the  proposition  in 
the  following  language: 

Your  committee  has  considered  the  advisability  of  recommending  to  this  con- 
vention the  approval  of  a  uniform  system.  There  seemed  to  be  a  general 
feeling,  however,  that  as  the  systems  adopted  by  the  Interstate  Commerce 
Commission  and  the  commissions  of  New  York  and  Wisconsin  have  been  in 
operation  only  a  comparatively  short  time — less  than  a  year — and  as  their 
adaptability  to  actual  conditions  can  only  be  determined  by  practical  experience, 
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it  would  be  unwise  at  this  time  to  recommend  any  specific  system  of  account.-. 
By  the  time  the  next  convention  is  held,  however,  the  Interstate  Commerce 
Commission  and  the  commissions  of  some  of  the  States,  as  well  as  many  cor- 
porations, will  have  had  an  opportunty  to  see  to  what  extent  the  system  is 
workable,  and  it  will  then  be  possible  to  determine  with  certainty  whether  a 
uniform  system  is  practicable,  and  whether,  in  general  outline,  the  system 
that  is  being  tried  will  serve  as  a  basis  for  general  adoption. 

Your  committee  does  not  recommend  at  this  time,  therefore,  the  adopt  ion 
or  approval  of  any  system,  but  does  recommend  that  any  State  which  is  intend- 
ing to  adopt  any  system  of  accounts,  in  whole  or  in  part,  should  adopt  a  plan 
which  harmonizes  or  is  in  substantial  agreement  with  the  system  in  force  under 
the  jurisdiction  of  the  Interstate  Commerce  Commission  and  in  the  States  of 
New  York  and  Wisconsin.  Doubtless  changes  will  need  to  be  made  in  these 
systems,  but  these  can  easily  be  made,  provided  the  fundamental  features  of 
the  system  in  actual  operation  are  not  departed  from  to  any  degree. 

With  reference  to  the  lack  of  uniformity,  it  is  to  be  noted  in  the 
first  place  that  the  Interstate  Commerce  Commission  has  not  adopted 
a  complete  system  of  accounts,  but  only  three  classifications  dealing, 
respectively,  with  expenditures  for  road  and  equipment,  operating 
revenue,  and  operating  expenses,  while  the  New  York  commissions 
have  added  a  classification  of  the  entire  income  and  balance-sheet 
accounts,  and  have  also  prescribed  the  definitions  of  the  statistical 
units  of  car  movement,  such  as  car  miles,  car  hours,  seat  miles,  etc. 
There  are  no  substantial  differences  in  the  classifications  of  operat- 
ing revenues;  and  the  classifications  of  expenditures  on  road  and 
equipment  are  also  substantially  identical,  so  far  as  physical  property 
is  concerned,  while  slight  differences  exist  as  to  the  treatment  of 
overhead  charges  and  development  expenses.  But  in  coming  to  oper- 
ating expenses,  and  especially  the  expenses  of  maintenance  in  con- 
nection with  replacements,  additions,  and  betterments,  there  seem  to 
be  rather  fundamental  differences  between  the  system  of  the  Inter- 
state Commerce  Commission,  so  far  as  it  has  been  drawn  up,  and 
the  complete  system  of  accounts  of  the  New  York  commissions. 
While  the  Interstate  Commerce  Commission  in  its  system  of  accounts 
for  steam  railroads  insists  that  operating  expenses  shall  include 
proper  allowances  for  the  depreciation  of  equipment,  the  commission 
in  its  classification  of  expenses  of  electric  railways  has  left  deprecia- 
tion charges  to  the  supervision  of  State  commissions,  presumably  on 
the  ground  that  the  majority  of  electric  railway  companies  are  not 
engaged  in  interstate  commerce.  This  throws  open  to  possible  varia- 
tion the  whole  field  of  maintenance.  Thus,  a  State  that  insists  upon 
an  adequate  depreciation  fund  will  require  all  important  renewals 
and  replacements  to  be  charged  against  that  fund  rather  than  to  ordi- 
nary maintenance,  and  will  thus  preserve  a  sharp  distinction  between 
current  maintenance,  consisting  only  of  repairs,  and  occasional  or 
unusual  maintenance,  consisting  of  important  replacements.  The 
New  York  commissions  have  for  this  reason  eliminated  from  the 
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individual  expense  accounts  concerned  with  the  maintenance  of  equip- 
ment all  renewals  and  replacements  of  the  units  or  principal  parts 
of  facilities  and  equipment,  and  have  added  to  the  repair  items  a 
single  account  for  depreciation  or  replacements  of  units.  All  with- 
drawals or  retirements  of  units  must  be  deducted  from  property  ac- 
counts and  charged  to  the  depreciation  funds.  While  this  method 
insures  the  integrity  of  the  investment  of  a  company  by  preventing 
the  flotation  of  additional  securities  for  property  that  represents 
mere  replacements  or  substitutions,  such  as  dynamos  for  horses,  it 
still  requires  detailed  definitions  of  units  or  principal  parts,  as  dis- 
tinguished from  the  minor  parts,  which  may  be  replaced  without  dis- 
torting the  repair  accounts. 

Another  element  of  disturbance  in  the  comparison  of  maintenance 
costs  of  electric  railways  is  due  to  the  fact  that  a  considerable  and 
increasing  number  of  companies  own  no  power  plants  but  buy  electric 
energy  from  other  companies.  In  New  York  City,  for  example, 
three  out  of  four  operating  electric  railways  buy  power,  and  con- 
sequently have  no  direct  expenditures  for  maintenance  of  gener- 
ating power  plant  buildings  and  equipment.  In  the  smaller  cities 
and  towns  the  street  railway  company  will  very  likely  have  a  com- 
mercial light  and  power  department  and  will  therefore  include  all 
generating  power-plant  maintenance  in  the  expenses  of  that  de- 
partment. To  obtain  fair  comparisons  of  maintenance  costs  be- 
tween companies  it  therefore  seems  necessary  to  eliminate  from  the 
comparison  all  maintenance  expenses  relating  to  the  generating 
power  plant.  This  has  actually  been  done  in  the  system  of  accounts 
prescribed  by  the  Wisconsin  commission,  which  segregates  in  one 
group  of  accounts  all  the  expenses  having  to  do  with  power  supply. 
"Maintenance  of  way  and  structures"  and  "Maintenance  of  equip- 
ment "  consequently  have  the  same  meaning  for  all  companies,  while 
the  cost  of  power  includes  the  same  elements  of  operating  cost  and 
lacks  uniformity  only  because  the  expenditure  made  for  power  pur- 
chased from  other  companies  includes  the  rent  element  represented 
by  a  return  upon  the  investment  of  the  producing  company. 

Kents  themselves  are  not  treated  in  an  identical  manner  by. the 
principal  commissions  that  have  to  do  with  electric  railway  ac- 
counts. Thus  the  Interstate  Commerce  Commission,  which,  by  means 
of  joint  facilities  accounts,  excludes  pure  rent  from  the  operating 
expenses  of  steam  railroads,  abandons  the  joint-facilities  accounts 
in  its  electric  railway  classification  and  thus  permits  all  kinds  of 
operating  rents  to  be  included  in  operating  expenses.  The  New  York 
commissions,  on  the  other  hand,  have  excluded  all  rents  from  oper- 
ating expenses,  although  they  permit  a  company  to  include  in  its 
expenses  its  share  of  the  cost  of  maintenance  and  operation  of  a 
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joint  facility  or  other  property  not  owned.  Any  additional  payment 
to  the  owner  as  a  return  upon  the  investment  is  not  to  be  treated 
as  an  operating  expense. 

It  seems  desirable  that  these  and  other  differences  of  less  signifi- 
cance should  if  possible  be  harmonized,  as  they  are  likely  to  increase 
from  year  to  year  with  independent  interpretation.  Uniformity  in 
electric  railway  statistics  can  not  be  attained  without  the  cooperation 
of  the  State  commissions  that  supervise  the  principal  street  railroads, 
and  these  commissions  will,  it  is  to  be  hoped,  be  actively  represented 
on  all  conference  committees.  It  is  therefore  recommended  that  this 
association  take  steps  toward  the  preparation  of  a  uniform  system 
of  accounts  through  a  committee  empowered  to  confer  not  only  with 
the  Interstate  Commerce  Commission  and  the  committee  on  standard 
classification  of  the  Electric  Railway  Accountants'  Association,  but 
also  with  other  committees  of  the  accountants  and  engineering  sec- 
tions of  the  American  Electric  Railway  Association,  such  as  the 
committee  on  statistical  units,  the  committee  on  life  of  railway 
physical  property,  and  the  subcommittee  on  what  constitutes  mainte- 
nance. As  already  observed,  no  system  of  accounts  yet  adopted  has 
formulated  an  exact  distinction  between  repairs  and  replacements, 
although  such  distinction  is  absolutely  essential  to  the  determination 
of  proper  depreciation  allowances  in  the  regulation  of  rates. 

THE  "  PUBLIC  SERVICE  REGULATION." 

Mr.  DECKER,  of  "New  York.  I  want  to  call  attention  to  the  fact  that 
under  a  resolution  passed  by  this  association  last  year  recognizing 
the  publication  I  am  about  to  speak  of,  the  journal  called  Public 
Service  Regulation  was  started,  and  subscriptions  have  been  obtained 
during  the  past  year. 

To  make  this  publication  successful  that  subscription  ought  to  be 
increased.  This  publication  is  the  forum  wherein  the  commissioners 
and  those  interested  in  rate  questions  and  service  questions  can  make 
themselves  heard.  Mr.  Reed,  the  vice  president,  is  here.  He  has  been 
here  all  the  week.  He  is  interested  in  our  work.  He  is  not  here  to 
ask'any  favors;  he  is  simply  here  saying  to  you  he  is  publishing  this 
paper,  and  he  hopes  you  will  give  him  the  information  from  your 
commissions  that  he  asks  for,  which  will  enable  him  to  serve  the 
whole  association. 

He  wants  to  print  everything  you  do — all  your  decisions,  all  your 
communications.  If  you  have  something  to  write  about  and  you 
want  to  reach  the  public  and  other  commissioners,  he  says  send  it  to 
Public  Service  Regulation,  the  name  of  this  publication,  and  it  will 
be  printed.  He  asks  your  hearty  cooperation. 
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The  PRESIDENT.  If  I  may  have  one  minute,  I  wish  to  add  to  what 
Mr.  Decker  has  said  that  I  am  very  glad  the  matter  has  been  called  to 
the  attention  of  the  meeting.  While  we  have  not  the  full  membership 
here,  the  proceedings  will  be  perhaps  read.  The  publication  repre- 
sented by  Mr.  Heed  perhaps  was  started  upon  a  business  basis  or 
hoped  to  be  a  business  venture  of  profit,  but  really  it  is  a  forum 
through  which  our  organization  and  our  members  can  secure  a  great 
deal  of  benefit.  I  can  conceive  of  no  way  that  Mr.  Reed  can  recoup 
himself,  except  through  the  sale  of  his  publication.  I  think  he  must 
want  subscribers.  I  believe  it  is  worthy  of  subscribers,  and  I  want 
to  say  that  I  am  advised  it  has  been  during  the  last  year  conducted  at 
a  loss.  Of  course,  they  can  not  continue  to  keep  this  up  unless  we 
support  them  and  help  them  make  it  a  success. 

I  hope  every  commission  will  see  its  way  clear  to  aid  them  in  any 
way  they  can. 

Mr.  THORNE,  of  Iowa.  I  want  to  add  one  word  to  the  same  effect. 
It  is  this  year  in  a  tentative  stage.  Unless  it  receives  proper  support 
during  the  next  two  years  it  will  go  under.  I  hope  the  commission 
will  help  to  make  it  really  a  public-service  publication. 

Mr.  REED.  I  want  to  express  our  appreciation  in  having  this 
brought  up  at  this  meeting,  and  also  for  the  very  kindly  and  en- 
couraging feelings  which  we  have  experienced  in  all  our  communi- 
cations with  the  commissioners.  It  is  my  hope  that  as  a  result  of 
this  being  read  in  the  proceedings  and  our  future  dealings  it  will 
come  to  be  a  matter  of  established  routine  by  all  commissions — and 
it  is  now  by  many — and  understood  by  employees  and  department 
heads  of  commissions  as  well  as  by  the  chairmen,  secretaries,  and 
commissioners,  as  to  the  function  this  journal  wishes  to  perform. 

In  regard  to  the  question  of  financial  matters  I  want  to  say  that 
we  have  been  conducting  the  paper  on  the  assumption  that  it  was 
desired  and  appropriate  that  it  should  from  the  very  start  be  such  a 
journal  as  to  effectively  and  appropriately  represent  the  power  and 
dignity  of  the  commissioners  and  their  association.  As  in  all  such 
enterprises  it  was  necessary  in  order  to  command  attention  to  start 
out  on  a  broadgauge,  well-founded  basis.  While  subscriptions  have 
been  coming  in  steadily,  but  not  quite  as  fast  as  we  had  anticipated, 
we  have  distributed  many  thousand  copies  of  the  paper,  and  shall  con- 
tinue that  policy  during  the  coming  year.  But  we  want  to  get  regu- 
larity in  distribution.  I  think  it  is  in  the  interest  of  the  commissions 
that  people  should  be  led  and  induced  to  read  this  regularly,  from 
month  to  month,  instead  of  distributing  several  thousand  in  this 
direction  this  month  and  several  thousand  in  that  direction  next 
month,  coming  back  again  after  three  or  four  months.  I  think  we 
ought  to  want  people  to  get  in  the  habit  of  reading  what  the  cominis- 
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sions  are  doing,  regularly  each  month.     It  is  with  that  end  in  view 
that  such  cooperation  as  you  may  extend  will  be  very  useful,  I  hope. 

REPORT    OF    COMMITTEE    ON    POWERS,    DUTIES,    AND    WORK    OF 
STATE   RAILWAY    COMMISSIONS. 

The  PRESIDENT.  Mr.  McKnight,  will  you,  as  briefly  as  possible, 
present  the  report  of  the  committee  on  powers,  duties,  and  work  of 
State  railway  commissions,  in  the  absence  of  Mr.  Smith,  the  chair- 
man, who  was  called  away  last  evening? 

Mr.  MCKNIGHT,  of  Arkansas.  I  am  not  familiar,  gentlemen,  with 
this  report,  only  having  read  it  over  once  to  make  some  notes.  As 
the  hour  is  so  late  I  will  not  undertake  to  outline  the  report.  I  see 
the  chairman  has  divided  it  into  sections.  You  will  find  it  to  be  a 
very  interesting  report,  and  containing  some  nice  things  in  it. 

In  regard  to  rate  regulations  by  various  commissions,  the  time  has 
come,  as  the  chairman  says  here  very  well,  in  interstate  business  as 
well  as  State  business,  when  regulation  can  not  always  be  done.  That 
is  an  evident  fact.  We  have  sonic  illustrations  that  have  been  given. 

The  low  rates  are  those  which  are  made  by  individual  interests, 
and  in  order  to  regulate  them  I  think  the  commissions  should  have 
the  power  to  raise  these  rates  and  lower  other  rates  in  order  to  be 
fair  to  both  sides.  Always  the  very  low  rates  are  those  made  by  large 
interests,  while  very  high  rates  are  those  more  commonly  used  by 
the  masses. 

As  to  resistance  of  orders,  the  inquiry  he  made  among  the  States 
shows  that  a  good  many  have  trouble  with  resistance  of  orders.  I 
wish  to  say  in  Arkansas  we  have  very  little  resistance.  We  are 
blessed  with  a  chairman  who  is  a  fine  compromiser;  most  all  matters 
coming  before  our  board  are  settled  without  resistance  on  the  part 
of  the  railroad  and,  in  many  instances,  without  a  hearing.  The  rail- 
roads generally  recognize  our  power,  and  so  long  as  we  stay  within 
the  bounds  of  that  power  we  have  no  trouble. 

Investigation  of  accidents.  That  is  an  important  subject.  I  think 
all  of  us  ought  to  get  busy.  If  the  legislatures  have  not  given  our 
commissions  power  to  do  that,  they  ought  to  have  the  power  to  look- 
ing after  these  investigations  in  order  to  reduce  the  accidents.  I 
hope  you  will  read  what  is  contained  in  the  report  on  this  subject. 

As  to  investigation  of  tracks,  equipment,  and  things  of  that  kind, 
we  have  just  recently  in  the  last  year  or  two  had  that  power,  and 
we  find  it  very  profitable  in  cases  where,  as  on  branch  lines  with  no 
competition,  companies  let  their  tracks  go  down. 

As  to  keeping  records  of  proceedings,  the  methods  I  notice  vary 
a  great  deal,  as  shown  by  the  correspondence  with  various  commis- 
sions. In  our  commission  we  simply  keep  a  file.  We  keep  no  record 
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except  of  a  very  important  case.  When  I  first  went  on  the  commis- 
sion I  thought  the  thing  to  do  was  to  keep  an  entire  copy  of  the 
testimony.  But  as  there  is  no  appeal  from  the  decision  of  our  com- 
mission it  is  absolutely  unnecessary  with  us.  I  find  a  well-kept  file 
about  the  quickest  and  easiest  way  of  getting  at  a  former  decision. 

I  am  sorry,  gentlemen,  I  could  not  take  a  little  longer  time  on  this, 
but  the  hour  is  late  and  there  are  yet  several  other  things  to  be 
considered,  so  I  will  just  submit  the  report,  in  the  absence  of  Mr. 
Smith,  our  chairman. 

I  make  the  motion  the  report  be  received  and  printed. 

The  motion  was  carried. 

The  report  of  the  committee  on  powers,  duties,  and  work  of  the 
State  railway  commission  is  as  follows: 

REPORT    OF    THE    COMMITTEE    ON    POWERS,    DUTIES.    AND    WORK 
OF  STATE  RAILWAY  COMMISSIONS. 

Your  committee  on  powers,  duties,  and  work  of  State  railway 
commissions  begs  leave  to  submit  as  its  report  for  the  current  year 
the  following: 

Shortly  after  its  appointment  letters  were  sent  out  to  the  different 
railroad  commissions  of  the  several  States,  in  which  questions  were 
submitted  and  answers  received  as  follows: 

Q.  1.  Does  your  statute  authorize  your  board  to  prosecute  cases 
(either  on  your  initiative  or  on  complaints)  before  the  Interstate 
Commerce  Commission  at  the  expense  of  your  State  ? 

Replies  were  received  from  the  railroad  commissioners  of  Cali- 
fornia, Colorado,  Florida.  Indiana.  Iowa,  Kansas,  Kentucky,  Michi- 
gan, Minnesota,  Missouri,  Montana,  Nebraska,  Nevada,  North  Caro- 
lina, North  Dakota,  Oklahoma,  Oregon,  South  Dakota,  Virginia, 
Washington,  and  Wisconsin,  indicating  that  in  each  of  these  States 
legislation  had  been  enacted  directing  the  board  of  railroad  com- 
missioners or  public  utilities  commission,  as  the  case  might  be,  to 
prosecute  such  causes  before  the  Interstate  Commerce  Commission 
as  in  the  opinion  of  the  board  should  be  necessary  and  proper.  In 
addition  to  these  answers,  communications  were  also  received  from 
the  States  of  Idaho,  Maine,  Massachusetts,  Mississippi,  New  Jersey, 
New  York,  Rhode  Island,  and  Vermont  indicating  that  there  was 
no  legislation  of  this  nature  in  those  several  States.  A  communica- 
tion was  also  received  from  the  State  of  Ohio  advising  that  no  such 
authority  was  conferred  by  the  statutes  of  that  State.  No  answerer 
were  received  from  any  of  the  other  States.  The  purpose  of  this, 
question  was  to  elicit  the  information  as  to  the  action  of  the  States 
on  this  subject  independent  of  the  Federal  statute. 

NOTE. — While  under  the  Federal  statutes  the  boards  of  railroad  commis- 
sioners of  the  several  States  were  authorized  to  bring  proceedings  before  the 
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Interstate  Commerce  Commission  for  the  purpose  of  adjusting  rates  applyii 
within  their  respective  States,  they  hesitated  to  do  so  because  there  was 
authorization  from  the  particular  States  for  the  expenditure  of  appropriatioi 
in  that  way.    Since  the  passage  of  these  State  enactments  directing  this  wor 
to  be  done  so  that  there  would  be  no  question  as  to  the  authority  of  the  State 
board  of  railroad  commissioners  to  expend  their  appropriations  in  this  line  of 
work  a  very  large  number  of  complaints  have  been  filed  by  the  different  State 
commissions  with  the  Interstate  Commerce  Commission,  and  many  very  satis- 
factory adjustments  of  interstate  rates  have  been  secured  to  the  States. 

Q.  2.  Does  your  statute  authorize  your  board  to  make  railroad 
rates? 

Answers  were  received  from  California,  Florida,  Indiana,  Iowa, 
Kansas,  Kentucky,  Louisiana,  Maine,  Minnesota,  Mississippi.  Mis- 
souri, Nebraska,  Nevada,  New  Jersey,  North  Carolina,  North  Da- 
kota, Ohio,  Oklahoma,  Oregon,  South  Dakota,  Tennessee,  Vermont, 
Virginia,  Washington,  and  Wisconsin  to  the  effect  that,  under  the 
statutes  creating  the  respective  State  boards  and  defining  their 
duties,  power  to  make  rates  was  also  granted,  while  in  the  States  of 
Colorado,  Massachusetts,  Michigan,  Rhode  Island,  and  Idaho  no 
such  authority  was  conferred. 

NOTE. — In  each  of  the  States  where  the  State  statute  confers  this  authority 
upon  the  board  of  railroad  commissioners  it  has  been  exercised,  and  full  tariffs 
of  iutrastate  rates  have  been  made  applicable  to  the  shipments  of  all  kinds  of 
freight  within  the  limits  of  the  respective  States. 

Q.  3.  Does  your  statute  authorize  your  board  to  pass  upon  exten- 
sions of  railroad  lines? 

Answers  were  received  from  the  States  of  Maine,  Massachusetts, 
Missouri,  Montana,  New  York.  Vermont,  Virginia,  and  Wisconsin 
to  the  effect  that  such  jurisdiction  was  given  to  their  respective 
boards.  In  the  State  of  South  Dakota  there  is  a  statute  requiring 
railroads  about  to  construct  parallel  lines  within  a  distance  of  8  miles 
of  another  railroad  to  obtain  consent  of  the  board  of  railroad  com- 
missioners of  that  State,  and  this  consent  must  also  be  obtained  after  a 
corporation  has  obtained  a  permit  but  has  not  yet  constructed  its  line. 
The  States  of  California,  Colorado,  Florida,  Indiana,  Iowa,  Kansas, 
Kentucky,  Louisiana.  Minnesota,  Nebraska,  Nevada,  Idaho,  North 
Carolina,  North  Dakota,  Ohio,  Oregon,  Rhode  Island,  Tennessee,  and 
Washington,  as  well  as  the  State  of  South  Dakota,  have  no  authority 
to  control  the  construction  of  such  extensions. 

NOTE. — The  committee  has  been  unable  to  obtain  any  information  as  to  the 
practical  work  done  under  this  section  of  the  respective  statutes. 

Q.  4.  Does  your  statute  authorize  your  board  to  in  any  way  control 
the  capitalization  of  railroads? 

Answers  were  received  from  California.  Kansas,  Maine.  Massachu- 
setts, Michigan.  Nebraska.  New  York,  Ohio.  Vermont,  Virginia,  and 
Wisconsin  to  the  effect  that  such  jurisdiction  is  given  to  the  board 
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railroad  commissioners  of  the  respective  States  named,  while  under 
the  laws  of  Colorado,  Florida.  Indiana,  Iowa,  Louisiana.  Minnesota, 
Mississippi,  Missouri,  Montana,  Nevada,  North  Carolina,  North 
Dakota.  Oklahoma,  Khode  Island,  Tennessee,  Washington,  and  South 
Dakota  no  such  jurisdiction  is  given. 

NOTE. — Your  committee  believes  that  such  statutory  authorization  to  control 
the  issuance  of  stocks  and  bonds  by  all  common  carriers  would  be  valuable 
legislation  to  be  enacted  in  each  of  the  States  where  attempt  is  made  to  regulate 
common  carriers,  and  while  it  may  be  doubtful  as  to  whether  or  not  such 
statutory  authorization  can  be  enforced  as  to  railroads  engaged  in  interstate 
commerce,  yet  in  actual  practice  much  benefit  is  realized  from  this  legislation 
and  the  tendency  of  such  legislation  will  be  to  minimize  the  possibility  of  over- 
capitalization and  the  unnecessary  issuance  of  bonds. 

Q.  5.  Are  telegraph  and  telephone  companies  under  the  control  of 
your  commission? 

Answers  were  received  from  the  States  of  California,  Florida, 
Kansas,  Louisiana,  Massachusetts,  Michigan,  Mississippi.  Nebraska, 
New  Jersey,  North  Carolina.  North  Dakota,  Ohio,  Oklahoma,  South 
Dakota,  Tennessee,  Vermont,  Virginia,  Washington,  and  Wisconsin 
to  the  effect  that  in  each  State,  under  somewhat  different  circum- 
stances, jurisdiction  has  been  conferred  upon  the  boards  of  railroad 
commissioners  to  regulate  telephone  and  telegraph  companies.  In 
the  States  of  Colorado,  Indiana,  Iowa,  Kentucky,  Maine,  Minnesota, 
Missouri,  Montana,  Oregon,  Rhode  Island,  and  Idaho  no  such 
authority  is  given. 

NOTE. — With  reference  to  the  regulation  by  governmental  agency,  either  State 
or  National,  of  the  telegraph  and  telephone  companies  it  may  truthfully  be 
said  that  the  demand  from  the  public  has  been  for  the  regulation  of  telephone 
companies,  and  that  little  if  any  attempt  has  been  made  as  yet  to  regulate  tele- 
graph companies,  although  it  is  undoubtedly  true  that  telegraph  companies  in 
very  many  instances  come  within  the  provisions  of  the  statutes.  The  regulation 
of  public  telephone  service  is  merely  in  what  might  be  called  a  formative  stag*.1, 
for  with  the  wonderful  development  that  has  come  with  this  line  of  business 
within  the  last  20  years  so  little  is  known  of  the  actual  operation  and  the  neces- 
sity for  regulation  of  telephone  companies  and  of  the  method  of  conducting  tlu- 
business  and  the  proper  methods  of  division  of  earnings  and  operating  expenses 
between  exchanges  and  toll  lines  that  in  many  of  the  States  the  foundation 
is  merely  being  laid  for  future  regulation.  In  other  words,  the  boards  of  rail- 
road commissioners  are  attempting  to  work  out  the  regulation  of  telephone 
companies  upon  broad  lines  and  are  attempting  to  acquire  all  the  information 
they  can  with  reference  to  the  telephone  business  before  engaging  in  the  actual 
regulation.  It  is  the  opinion  of  your  committee  that  with  the  public  regulation 
of  the  telephone  will  come  a  gradual  improvement  of  the  telephone  service, 
with  standards  for  construction  of  telephone  lines  and  facilities.  The  aim 
should  be  to  improve  the  service  first  and  then  to  inquire  into  the  necessity  for 
the  increase  or  reduction  of  rates.  The  construction  of  copper  and  metallic 
circuits  should  be  encouraged  and  every  effort  made  to  eliminate  the  construc- 
tion of  grounded  circuits.  The  effort  should  be  along  the  line  of  the  highest 
efficiency  and  service,  and  when  this  is  accomplished  the  matter  of  the  rates  at 
which  the  service  can  be  furnished  should  be  carefully  gone  into. 
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Q.  (>.  Has  your  board  made  any  valuation  of  the  properties  of  the 
railroads  doing  business  in. your  State  ?  If  so,  when  ?  Have  you  such 
authority  > 

Answers  were  received  from  California.  Kansas,  Maine,  Minnesota, 
Nebraska,  Oklahoma,  Oregon,  Tennessee,  Washington,  and  Wiscon- 
sin to  the  effect  that  such  authority  was  granted,  while  in  the  States 
of  Iowa,  Kentucky,  Montana,  Nevada,  New  Jersey,  Rhode  Island, 
Vermont,  and  Virginia  no  such  statutory  authorization  appears.  Cali- 
fornia. Kansas,  and  Oklahoma  are  now  engaged  in  making  their 
physical  valuation,  as  is  also  Nebraska.  Michigan,  Wisconsin,  Minne- 
sota, South  Dakota,  and  Washington  have  completed  their  valua- 
tions. 

XOTK. — There  is  perhaps  no  more  important  question  pending  before  the 
people  of  the  several  States  and  of  the  Nation  than  the  question  of  the  proper 
valuation  of  railroad  lines.  In  almost  every  State  in  which  this  work  has 
yet  been  undertaken  a  somewhat  different  course  has  been  followed,  as  there 
is  great  contrariety  of  opinion  as  to  the  items  which  shotlld  enter  into  con- 
sideration and  be  included  within  the  valuation.  If,  as  contended  by  the  car- 
riers themselves,  there  should  be  allowed  a  valuation  for  good  will  or  as  a 
going  concern,  as  well  as  for  unearned  increment,  appreciation  in  the  value  of 
real  estate  donated  to  the  carriers,  appreciation  in  the  value  of  the  right  of 
way  and  of  the  terminal  property,  as  well  as  added  value  for  adaptation  and 
solidification,  and  a  number  of  other  items  almost  too  numerous  to  mention, 
then  the  American  public  has  seen  the  end  of  rate  reductions,  and  but  too  soon 
will  it  be  necessary  to  increase  instead  of  to  reduce  rates. 

There  is  pending  in  the  Congress  of  the  United  States  at  this  time  acts  having 
for  their  purpose  a  valuation  of  all  the  railroad  properties  of  the  United  States 
by  the  Interstate  Commerce  Commission.  While  these  acts  refer  to  a  valuation 
of  railroads  engaged  in  interstate  commerce,  yet  it  is,  in  fact,  true  that  all 
railroads  in  the  United  States  are  engaged  in  interstate  commerce,  and  that 
this  means  a  valuation  of  all  of  them.  If  those  statutes  are  passed  and  the 
work  undertaken,  it  will  be  the  most  important  ever  performed  by  the  national 
commission.  It  is  a  great  task  and  one  that  can  not  easily  be  performed.  If 
made  along  proper  lines,  great  benefit  will  be  conferred  thereby  upon  the  whole 
American  people;  but  if  improperly  made  and  if  all  of  these  extra  items  are 
sllowed  as  contended  for  by  the  carriers  themselves,  then  we  predict  that  such  a 
valuation  will  be  most  disastrous  in  its  effects.  Upon  the  passage  of  such  an 
act  and  the  undertaking  of  such  a  work  by  the  national  commission  it  should 
be  done  according  to  State  lines,  so  that  the  value  of  the  properties  of  the  sev- 
eral companies  within  the  several  States  may  appear  from  such  valuation. 
Such  work  will  call  into  exercise  the  great  ability  of  the  different  individual 
members  of  the  Interstate  Commerce  Commission,  and  only  by  the  exercise  of 
the  greatest  care  and  foresight  in  the  performance  of  this  work  can  a  valua- 
tion be  arrived  at  which  will  be  just  not  only  to  the  carriers  but  to  the  public 
as  well. 

Q.  7.  Has  your  board  authority  over  express  companies? 

Answers  have  been  received  from  the  railroad  commissions  of  Cali- 
fornia, Colorado,  Florida,  Indiana,  Iowa,  Kansas,  Louisiana,  Massa- 
chusetts, Michigan,  Minnesota,  Mississippi,  Missouri.  Montana,  Ne- 
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braska,  Nevada,  New  Jersey.  New  York,  North  Carolina,  North 
Dakota,  Ohio,  Oklahoma,  Oregon,  South  Dakota,  Vermont,  Vir- 
ginia, Washington,  and  Wisconsin  to  the  effect  that  such  statutory 
authorization  has  been  granted,  while  there  is  no  such  power  given 
by  the  statutes  of  Kentucky,  Maine,  Rhode  Island,  and  Tennessee. 
In  nearly  all  of  the  States  having  such  authority  there  has  been  great 
good  accomplished  to  the  people  of  the  respective  States  in  the  way 
of  reductions  in  express  rates  as  well  as  in  the  way  of  creating  more 
transfer  points.  As  the  result  of  the  exercise  of  such  jurisdiction 
by  the  board  of  railroad  commissioners  and  a  statute  of  the  legis- 
lature of  that  State  there  is  now  in  force  within  the  State  of  South 
Dakota  the  lowest  schedule  of  express  rates  of  any  State  in  the 
United  States.  As  an  instance  of  this  rate  your  attention  is  merely 
called  to  the  fact  that  the  merchandise  rate  per  hundred  pounds  up 
to  110  miles  does  not  exceed  35  cents.  An  attempt  was  made  to 
enjoin  these  rates  in  the  Federal  court,  but  it  was  unsuccessful,  and 
they  have  been  in  effect  now  for  more  than  a  year. 

Q.  8.  Give  or  make  mention  of  the  number  of  suits  pending  against 
common  carriers  in  your  State. 

Answers  were  received  from  a  number  of  States,  and  information 
therein  contained  was  as  follows: 

In  Colorado  there  is  pending  one  suit  in  the  State  and  one  in  the 
Federal  court. 

In  Iowa  there  are  pending  two  rate  cases. 

In  Kansas,  one  suit  in  the  State  court  and  one  in  the  Federal  court. 

In  Kentucky,  one  in  the  Federal  court. 

In  Louisiana,  seven  in  the  State  and  two  in  the  Federal  court. 

In  Missouri  there  are  pending  the  well-known  freight  and  passen- 
ger rate  cases,  now  in  the  Supreme  Court  of  the  United  States. 

In  Minnesota  there  are  pending  the  celebrated  Minnesota  rate  cases, 
now  before  the  Supreme  Court  of  the  United  States. 

In  Montana,  one  suit  in  the  State  court. 

In  Nebraska,  three  in  the  State  courts  and  six  in  the  Federal  court. 

In  Nevada,  three  in  the  Federal  court  attacking  orders  made  by 
the  railroad  commission. 

In  North  Dakota  1  suit  in  the  Federal  court  to  enforce  the  lignite 
coal  rate. 

In  South  Dakota  2  in  the  State  courts,  25  in  the  Federal  court. 
Eight  of  these  are  on  the  2^-cent  passenger  rate  order  made  by  the 
board  of  railroad  commissioners;  8  are  on  the  2-cent  rate  statute 
passed  by  the  legislature;  5  involve  schedules  of  freight  rates  made 
by  the  board  of  railroad  commissioners;  and  4  involve  the  express 
rates  now  in  force  in  the  State. 
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Q.  9.  Will  be  pleased  to  receive  any  information  along  the  line  of 
the  powers,  duties,  and  work  of  your  commission. 

No  answer  to  the  last  request. 

Probably  one  of  the  most  important  functions  of  a  State  railroad 
commission  is  that  of  making  intrastate  rates  or  tariffs  of  rates 
applying  to  the  transportation  of  passengers  and  property  between 
stations  within  the  State  over  lines  of  railway  wholly  within  the 
limits  of  a  State.  Complaint  has  frequently  been  made  that  with 
each  State  acting  as  an  individual  regulatory  body,  there  is  a  great 
dissimilarity  in  the  standard  of  rates  in  force  in  each  State.  It 
appears  to  your  committee  that  it  would  be  to  the  interests  not  only 
of  the  carriers  but  of  the  States  as  well  to  have  some  uniform  basis 
for  the  making  of  rates,  and  that  at  least  for  contiguous  States  in 
the  same  locality,  and  in  which  practically  the  same  lines  of  rail- 
road operate,  there  should  be  uniformity  in  rate  making.  In  other 
words,  it  would  be  a  step  in  advance  for  the  several  boards  of  rail- 
road commissioners  of  States  located  contiguous  to  each  other  to 
adopt  some  uniform  basis  for  the  making  of  rates,  so  that  the  rates 
on  the  railroads  operating  in  such  States  should  have  some  degree 
of  uniformity. 

In  a  number  of  States  the  boards  of  railroad  commissioners  have 
jurisdiction  over  the  investigations  into  accidents.  This  is  a  very 
important  function  of  government,  and  has  for  its  ultimate  purpose 
the  gradual  elimination  of  railroad  accidents  by  removing  the  causes. 
Telegraph  reports  of  accidents  should  be  required  in  all  cases.  Im- 
mediately upon  receipt  of  such  reports  a  full  and  rigid  investigation 
should  be  made,  either  by  the  whole  commission  or  some  individual 
member.  The  train  crew,  train  dispatchers,  superintendents,  and,  in 
fact,  all  the  officers  and  employees  and  all  passengers  and  persons 
not  in  the  employ  of  the  railroad  company  who  have  knowledge 
of  the  facts  should  be  subpoenaed  and  examined  and  their  testimony 
taken  under  oath.  The  record  made  in  such  a  case  should  not  be  a 
public  record  to  the  extent  of  permitting  persons  desiring  to  bring 
civil  action  against  the  railway  company  to  have  access  to  the 
transcript.  The  testimony  should  be  merely  for  the  personal  use  of 
the  commission  in  the  issuance  of  orders  to  prevent  the  recurrence 
of  similar  accidents. 

Another  important  duty  devolving  upon  State  boards  of  railroad 
commissions  is  that  of  compelling  railway  companies  to  so  arrange 
their  train  schedules  as  to  make  connections  at  junction  points,  and  to 
examine  into  the  train  service  and  the  conditions  of  the  tracks  and 
facilities  of  the  railway  companies,  and  to  compel  railway  companies 
to  maintain  their  tracks  and  facilities  in  proper  operating  condition. 
In  this  important  branch  of  the  work  the  effort  should  be  to  see  that 
the  tracks  and  facilities  of  the  railway  companies  are  maintained 
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at  a  high  standard  of  efficiency  so  as  to  afford  to  the  public  the  best 
possible  service  of  which  the  carrier  is  capable. 

As  it  is  impossible  to  describe  the  actual  work  performed  by  all  of 
the  State  railroad  commissions  and  there  is  somewhat  of  similarity 
in  the  work  of  each,  and  the  writer  of  this  report  is  familiar  with  the 
work  of  the  Board  of  Railroad  Commissioners  of  the  State  of  South 
Dakota  and  of  the  statutes  with  reference  thereto,  it  will  be  interest- 
ing to  detail  briefly  the  jurisdiction  exercised  by  that  board.  The 
South  Dakota  Board  of  Railroad  Commissioners  has  been  in  existence 
since  1885,  and  acting  under  a  statute  granting  jurisdiction  to  super- 
vise all  common  carriers  in  the  State,  inquire  into  any  neglect  or 
failure  on  the  part  of  carriers  to  comply  with  the  laws  of  the  State, 
and  carefully  examine  and  inspect  the  condition  of  each  common 
carrier  and  its  equipment  and  the  manner  of  conducting  its  business, 
and  if  any  bridge,  line,  wire,  facility,  or  structure  is  deemed  unsafe 
or  insecure  to  require  it  to  be  repaired,  renewed,  or  replaced  within 
such  time  as  the  board  may  order;  and  order  the  construction  and 
installation  of  any  repairs  on  road  or  facilities  or  additions  to  rolling 
stock,  or  new  stations,  or  additions  to  or  changes  of  stations,  and 
change  rates  of  fare  for  transporting  freight,  passengers,  express,  or 
messages,  and  order  such  changes  in  the  operating  or  conducting  of 
the  business  as  may  be  reasonable  and  expedient;  examine  all  books 
and  papers  and  compel  their  production;  require  the  furnishing  of 
cars  for  shippers;  prohibit  pooling;  compel  filing  of  schedules  or 
tariffs  of  rates;  compel  continuous  shipments;  determine  complaints 
for  overcharges  or  excessive  charges ;  conduct  all  necessary  investiga- 
tions upon  complaint  or  otherwise;  prepare  schedules  of  maximum 
rates  and  fares;  determine  whether  rates  or  practices  are  discrimi- 
natory ;  determine  reasonableness  of  rates ;  require  annual  reports  and 
such  special  reports  as  the  commission  may  desire;  make  joint  rates; 
require  construction  of  connecting  tracks  at  railroad  crossings;  sus- 
pend rates  pending  investigation;  make  all  rates  and  all  rules  and 
regulations  for  express  companies  and  telephone  lines;  formulate 
accounting  systems  and  require  books  and  accounts  to  be  kept  in  con- 
formity therewith;  investigate  accidents  and  require  installation  of 
safety  devices;  require  railway  companies  to  maintain  sanitary  con- 
ditions at  station  houses;  and,  in  fact,  make  all  orders,  rules,  and 
regulations  with  reference  to  the  proper  conduct  and  management  of 
all  common  carriers,  including  express  and  telephone  companies, 
which  may  be  necessary  for  the  convenience  and  accommodation  of 
the  public. 

The  statute,  in  so  far  as  its  powers  are  not  in  excess  of  those  granted 
to  the  Interstate  Commerce  Commission,  is  almost  identical  with  the 
provisions  of  the  interstate-commerce  act.  Its  orders  are  enforced 
by  application  to  the  trial  courts  for  a  peremptory  writ  of  mandamus 
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or  mandatory  injunction,  and  the  statute  provides  a  speedy  method 
of  hearing  and  deciding  the  case.  Under  this  statute  the  board  of 
railroad  commissioners  has  a  regular  routine  business  which  takes  up 
the  entire  time  of  the  board  and  its  employees.  It  has  supervised 
and  required  the  installation  of  new  facilities,  has  ordered  the  con- 
struction of  a  large  number  of  station  houses,  has  required  changes 
in  train  service,  has  compelled  the  construction  of  numerous  side- 
tracks for  the  use  of  shippers  or  what  is  commonly  known  as  indus- 
try tracks  to  elevators,  flouring  mills,  and  manufacturing  establish- 
ments, and  has  also  required  the  construction  of  many  connecting 
tracks  at  railroad  crossings.  Numerous  stations  have  been  estab- 
lished, a  2^-cent  passenger  rate  order  has  been  issued,  and  is  being 
contested  in  the  courts;  eight  freight  tariffs  have  been  issued,  three 
of  which  are  now  being  contested  in  the  courts ;  three  express  tariffs 
have  been  issued,  the  last  of  which  is  now  being  contested  in  the 
courts.  A  number  of  freight  tariffs  filed  by  the  railroads  applying 
on  intrastate  traffic  have  been  suspended  under  the  provisions  of 
the  statute  pending  investigation.  The  South  Dakota  statute  has 
the  same  provision  as  the  interstate-commerce  act  with  reference 
to  presenting  claims  to  the  board  where  the  claim  is  for  an  over- 
charge in  shipment  or  excessive  rates  or  discriminatory  practice. 

The  board  has  now  under  consideration  the  formulation  of  account- 
ing rules  for  the  telephone  companies  doing  business  in  the  State. 
These  accounting  rules,  however,  are  being  held  up  until  the  final 
action  of  the  Interstate  Commerce  Commission  on  similar  rules, 
because  of  the  fact  that  a  number  of  telephone  companies  doing  busi- 
ness in  South  Dakota  are  also  engaged  in  transacting  an  interstate 
business,  and  there  should  be  but  one  method  of  accounting  for  the 
interstate  and  intrastate  business.  Another  difficulty  in  this  behalf 
is  the  formulation  of  a  practical  accounting  method  for  small  tele- 
phone companies,  which  can  not  afford  to  keep  an  elaborate  set  of 
books.  Under  the  rules  of  the  board,  whenever  any  accident  occurs 
resulting  in  injury  or  death,  telegraphic  notice  must  be  immediately 
sent  to  the  secretary  of  the  commission,  giving  the  time  of  the  acci- 
dent, the  number  of  the  train,  the  place  where  the  accident  occurred, 
the  names  of  the  train  crew,  the  name  of  the  person  or  persons  in- 
jured, the  nature  of  the  injury,  and  the  cause  of  the  accident.  Imme- 
diately upon  the  receipt  of  such  information,  or  as  soon  as  it  can  be 
reached,  an  exhaustive  investigation  is  conducted  into  the  cause  of 
the  accident.  All  persons  having  any  knowledge  of  the  facts, 
whether  officers  or  employees  of  the  carrier  or  passengers  or  other 
persons  having  knowledge  of  any  facts  in  relation  to  the  accident, 
are  subpoenaed  and  their  testimony  reduced  to  writing.  Such  record 
is  not  a  public  record  for  the  use  of  persons  desiring  to  engage  in 
litigation,  but  is  simply  for  the  information  of  the  commission  and 
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to  enable  it  to  promulgate  orders  which  will  tend  to  prevent  recur- 
rence of  similar  accidents. 

A  part  of  the  work  performed  by  the  commission  is  in  connection 
with  car  shortages.  In  addition  to  its  jurisdiction  over  railroads,  ex- 
press companies,  and  telephone  companies,  it  has  jurisdiction  over  ele- 
vators and  public  warehouses  in  the  State  and  the  inspection  of  ware- 
house scales.  The  work  of  the  commission  is  each  year  becoming 
more  important,  and  the  volume  of  business  constantly  increasing. 
While  many  investigations  have  been  conducted  in  connection  with 
the  telephone  business,  the  work  might  be  said  to  be  at  this  time  in  a 
formative  stage,  and  the  board  now  has  under  consideration  and  is 
conducting  a  thorough  investigation  into  the  telephone  rates  within 
the  State.  If  the  result  of  the  investigation  justifies  it.  it  is  the 
intention  of  the  board  to  put  into  effect  a  uniform  system  of  rates  in 
connection  with  the  telephone  business.  There  are  many  difficulties 
to  be  overcome  in  this  branch  of  the  work,  and  it  may  necessitate  the 
classification  of  telephone  companies  and  require  certain  standards  of 
construction.  While  it  is  not  possible  to  make  the  same  rates  apply 
all  over  the  State,  yet  it  is  possible  to  establish  a  standard  or  uniform 
basis  for  the  making  of  rates,  and  particularly  is  this  true  with  ref- 
erence to  the  toll  rates. 

W.  G.  SMITH, 
GEO.  PLUMB. 

Committee. 

The  PRESIDENT.  That  completes  the  receiving  of  reports  of  stand- 
ing committees  and  special  committees  and  the  formal  disposition 
of  them,  unless  it  is  requested  by  somebody  that  discussion  may  be 
had  upon  the  reports  of  the  committee  on  legislation  and  the  com- 
mittee on  rates  and  rate  making. 

REPORT  OF  COMMITTEE  ON  LEGISLATION. 

Mr.  MILLS,  of  Minnesota.  I  have  a  motion  to  make  in  regard  to 
the  committee  on  legislation,  and  that  is  that  the  report  be  adopted. 

A  part  of  the  report  has  already  been  adopted  in  connection  with 
the  report  of  Mr.  Burr's  committee.  There  is  only  one  thing  remains, 
and  that  is  the  recommendation  in  regard  to  the  Interstate  Com- 
merce Commission  investigating  car  shortages  and  finding  some 
remedy. 

I  would  like  to  have  that  recommendation  adopted. 

The  motion  was  carried. 

REPORT   OF  COMMITTEE  ON   RATES  AND   RATE   MAKING. 

Mr.  THORNE,  of  Iowa.  In  regard  to  the  report  of  the  committee 
on  rate  making  I  want  to  call  the  attention  of  the  commissioners  to 
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one  thing  that  may  be  misleading  in  that  report.  There  are  con- 
stantly quotations  made  comparing  Iowa  State  rates  with  rates  in 
other  States  and  showing  them  to  be  very  low. 

In  regard  to  that  schedule.  I  want  you  to  carry  this  thought  back 
with  you. 

The  statutes  in  Iowa  require  that  competition  can  not  be  used  as 
an  excuse  for  cutting  below  the  maximum,  but  you  can  use  other 
conditions  to  justify  lower  rates.  The  railroads,  however,  use  no 
argument  for  making  lower  rates,  but  take  that  as  the  absolute  rate. 
That  is  not  true  in  any  other  State  in  the  United  States. 

So,  whenever  you  have  Iowa  State  rates  quoted  on  freight  you 
ask  what  is  the  voluntary  rate  elsewhere.  The  voluntary  rate  in 
other  States  cuts  below  the  maximum  rate  in  every  other  State  of 
the  Union.  If  there  is  an  exception,  I  want  to  know  it. 

Mr.  THELEN.  of  California.  California.     We  fix  the  actual  rate. 

Mr.  THORNE,  of  Iowa.  When? 

Mr.  THELEN,  of  California.  I  suppose  that  has  been  done  since 
1879. 

Mr.  THORNE,  of  Iowa.  You  have  a  schedule  to-day  that  is  in  actual 
force  on  every  railroad  in  California,  and  no  railroad  cuts  below  it? 

Mr.  THELEN.  of  California.  No.    This  is  the  law  in  California. 

Mr.  THORNE,  of  Iowa.  I  was  not  talking  about  the  law. 

Mr.  THELEN,  of  California.  There  are  certain  rates  in  this  report 
which  refer  to  California.  What  you  say  as  to  these  rates,  as  to  Iowa, 
applies  also  to  California,  for  the  reason  those  rates  are  the  result 
of  decisions  by  our  commission  in  certain  cases  that  have  come  before 
us,  and  we  fix  the  actual  moving  rate. 

Mr.  THORNE.  of  Iowa.  Every  rate  in  California  actually  charged; 
is  this  the  rate  that  is  fixed  by  the  State  commission  ? 

Mr.  THELEN,  of  California.  In  a  way,  yes;  and  in  a  way,  no.  Our 
law  there  provides  that  the  railroads  shall  file  their  rates  with  the 
commission  and  that  those  rates  shall  go  into  effect  and  be  the  actual 
rates  unless  objection  is  made.  Now,  then,  if  complaint  is  made, 
either  by  the  commission  or  by  individuals,  against  the  rate,  then  the 
matter  comes  before  the  commission  and  the  commission  has  to  fix 
the  actual  moving  rate. 

Mr.  THORNE,  of  Iowa.  All  right.  That  is  in  the  case  of  complaint 
being  filed. 

Mr.  THELEN,  of  California.  Yes. 

Mr.  THORNE,  of  Iowa.  In  none  of  your  rates  do  you  have  a  class 
schedule,  a  distance  tariff? 

Mr.  THELEN,  of  California.  No;  we  do  not. 

Mr.  THORNE,  of  Iowa.  Then  it  does  not  come  within  the  point  I 
was  making  at  all.  The  rate-making  table  that  is  presented  in  the 
report  by  this  committee  is  a  series  of  class  rates  for  distance  tariffs, 
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and  I  am  calling  attention  to  that  fact,  that  that  is  a  defective  pres- 
entation when  you  fail  to  consider  that  the  railroads  are  constantly 
making  lower  rates,  below  that  fixed  by  the  State.  Iowa  is  the  only 
State  in  the  United  States — and  I  say  it  again,  and  I  will  add  to  it, 
because  I  was  misunderstood,  although  I  do  not  accuse  you,  but 
myself  for  not  making  my  statements  clear — wherever  a  State 
schedule  is  fixed  and  classification  rates  are  established  in  the  United 
States  the  railroads  cut  below  that  maximum  fixed  in  every  State, 
with  the  single  exception  of  Iowa. 

Mr.  THELEN,  of  California.  I  just  want  to  make  that  clear.  This 
report  on  rates  refers  to  certain  Iowa  rates,  including  a  class-rate 
schedule  there,  and  also  to  certain  California  rates.  In  the  San 
Joaquin  Valley  case  the  California  commission  fixed  the  schedule  of 
class  rates,  and  that  is  the  schedule  which  appears  in  the  report  of 
the  committee  on  rates  and  rate  making,  and  that  schedule  fixes  the 
actual  moving  rate. 

Mr.  MILLS,  of  Minnesota.  Can  the  railroad  company  either  increase 
or  lower  that  rate  ? 

Mr.  THELEN,  of  California.  They  can  not  do  it  with  respect  to 
territory  covered  in  that  decision  in  the  San  Joaquin  Valley  case. 

Mr.  THORNE,  of  Iowa.  Have  you  any  State  class  schedules? 

Mr.  THELEN,  of  California.  Not  generally. 

Mr.  THORNE.  of  Iowa.  I  tried  to  confine  my  remarks  entirely  to 
that.  It  is  customary  in  a  number  of  the  States  to  fix  a  State 
schedule  in  the  State  classification,  and  it  was  my  intention  to  confine 
my  remarks  to  that  situation. 

Mr.  THELEN,  of  California.  I  think  we  understand  each  other. 

Mr.  WALKER,  of  Nevada.  I  would  like  to  explain  that  in  that 
report  it  shows  class  rates  for  the  State  of  Nevada,  but  that  schedule 
is  applied  on  Southern  Pacific  main  line  only,  and  not  for  the  whole 
State. 

The  PRESIDENT.  I  want  now  to  call  attention  to  this  special  topic 
provided  at  the  instance  of  the  executive  committee  and  down  in  the 
call.  What  you  wish  to  do  about  it  remains  to  be  found  out.  The 
subject  is  methods  and  practices  of  commissions  handling  various 
questions  which  come  before  them,  and  the  disposing  of  matters  and 
cases,  not  what  they  have  done,  but  how  it  is  done. 

Mr.  AITCHISON,  of  Oregon.  I  move  that  we  pass  that  order. 

The  PRESIDENT.  That  will  be  taken  as  the  sense  of  this  meeting 
unless  objections  are  made. 

There  is  another  topic,  a  special  order.  The  Chair  can  recall  but 
one,  which  'is  a  case  presented  by  Mr.  Gothlin.  You  will  recall  the 
topics,  if  there  are  others.  I  do  not  wish  to  ignore  them,  but  I  can 
not  recall  them. 
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Mr.  GOTHLJN,  of  Ohio.  I  did  present  to  the  executive  committee 
a  topic  on  which  I  desire  general  discussion,  and  it  was  set  as  a 
special  order  for  11.30  o'clock  on  Thursday.  But  we  were  so  pressed 
with  business  I  did  not  care  to  interrupt,  and  I  will  waive  it. 

REPORT  OF  COMMITTEE  ON  MEMORIALS. 

Mr.  GLASGOW,  of  Michigan.  The  committee  on  memorials  report 
that  following  two  requests  to  members  present  representing  the 
several  state  commissions  for  report  of  members  lost  since  our  pre- 
vious meeting,  only  one  commission  reported  a  loss  of  membership  by 
death;  that  being  the  Pennsylvania  State  Railroad  Commission,  who 
report  the  death  of  Commissioner  Mann,  and  while  this  body  deeply 
regrets  his  untimely  death  and  will  miss  his  genial  manner  and  wise 
counsel,  we  feel  that  those  most  closely  connected  with  him  in  the 
work  of  the  commission  of  which  he  was  a  member  can  speak  more 
intelligently  and  truthfully  and  we  are  therefore  glad  to  incorporate 
as  a  part  of  this  report  the  following  statement  furnished  by  his  late 
associates,  and  we  move  its  acceptance  and  filing  as  a  part  of  the 
records  of  this  association: 

This  commission  is  now  called  upon  to  discharge  the  sad  duty  of  recording  the 
death,  on  the  evening  of  March  7,  1912,  at  his  home  at  Oak  Lane,  Philadelphia,  after 
an  illness  of  less  than  two  days,  of  one  of  its  original  members,  Mr.  Charles  N.  Mann, 
who  was  reappointed  by  Governor  Tener  on  January  2,  1912,  for  a  full  term  of  five 
years.  His  sudden  demise  has  greatly  grieved  and  depressed  us,  and  the  freshness 
of  our  sorrow  renders  it  difficult  to  speak  both  moderately  and  justly  of  his  services 
and  of  our  loss. 

Mr.  Mann  was  an  active,  faithful,  and  conscientious  official,  and  his  geniality  and 
unfailing  cheerfulness  contributed  not  a  little  toward  relieving  the  tedium  of  our 
labors.  He  was  broad  minded  and  rational  in  his  views  of  men  and  of  affairs,  pos- 
sessed an  extensive  knowledge  of  mankind  and  of  the  motives  which  prompt  human 
action,  and  was  clear  and  charitable  in  his  judgments.  He  was  kind  and  patient, 
of  an  accommodating  and  agreeable  disposition  and  always  endeavored  to  ascertain 
and  to  do  that  which  he  believed  to  be  right. 

He  attended  every  meeting  of  the  commission,  wherever  held,  unless  prevented 
from  so  doing  by  physical  indisposition,  and  whenever  he  was  not  present  there 
seemed  to  be  something  lacking.  No  one  enjoyed  the  friendship  and  good  will  of 
every  one  in  the  offices  of  the  commission  to  a  greater  extent  than  he,  and  the  loss 
of  no  one  would  be  more  keenly  felt  there.  His  colleagues  upon  the  commission  are 
especially  grieved  that  they  are  henceforth  deprived  of  his  assistance  and  companion- 
ship, and  that  the  warm  friendship  which  had  grown  up  between  them  and  become 
so  flourishing  is  brought  to  so  unexpected  an  end. 

We  have  lost  a  valued  colaborer  and  friend,  the  state  a  most  loyal  and  faithful 
official,  and  his  family  a  loving,  devoted,  and  indulgent  husband  and  father. 

PENNSYLVANIA  RAILROAD  COMMISSION, 
By  A.  B.  MILLAR,  Secretary. 

The  PRESIDENT.  If  you  will  indulge  me  for  just  a  minute.  I  wish  to 
read  a  letter  from  one  of  our  former  members,  which  T  feel  should  be 
presented  because  the  nature  of  the  contents  calls  for  its  presentation. 
The  letter  is  from  a  -gentleman  whom  we  all  grew  to  admire  very 
much  indeed,  who  has  since  been  given  the  honor  of  a  higher  office. 
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Omitting  the  first  part  of  the  letter,  it  reads : 

I  had  become  very  much  interested  in  the  problems  relating  to  the  transpor- 
tation question,  and  I  was  trying  in  my  humble  way  to  help  solve  the  questions 
pressing  upon  the  commission  for  solution  to  the  best  interests  of  all  concerned. 
When  at  the  last  session  I  was  honored  by  being  elected  second  vice  president 
of  the  association  and  you  introduced  me  as  "Judge  Hill,  of  Georgia,"  and  I 
modestly  disclaimed  the  title,  I  little  thought  that  in  less  than  two  weeks  I 
would  be  tendered  a  seat  upon  the  bench  of  the  highest  court  in  our  State. 
Coming  as  it  did  unsought  and  as  the  culmination  of  a  life's  ambition,  I  could 
not  refuse  to  return  to  my  first  love  and  end  my  days  in  her  service. 

Permit  me  to  say  that  my  association  with  you  and  each  member  of  the  asso- 
ciation has  been  most  delightful,  and  the  experience  gained  will  be  a  great 
service  to  me  in  my  present  position.  I  shall  miss  the  cordial  greeting  each 
of  you  were  wont  to  give  me  and  the  many  courtesies  and  kindnesses  shown. 
Please  extend  to  every  member  of  the  association  my  sincere  thanks  for  their 
kindly  consideration  of  me  in  many  ways  while  I  was  a  colaborer  with  them, 
and  expressing  the  hope  that  the  association  may  solve  the  many  difficult  and 
intricate  questions  pressing  for  solution  with  justice  and  legality  to  all  the 
interests  involved  pro  and  con,  and  wishing  for  each  and  every  member  of  the 
association  a  pleasant  and  profitable  meeting  and  safe  return  to  their  homes, 
I  beg  to  remain, 

Your  friend,  H.  W.  HILL. 

I  will  ask  what  disposition  shall  be  made  of  the  communication, 
if  any.  Perhaps  no  more  is  necessary  than  its  reading. 

Mr.  MILLS,  of  Minnesota.  I  move  that  the  congratulations  of  this 
association  be  sent  to  Judge  Hill,  and  that  we  wish  him  success  in  his 
new  work  as  he  had  in  his  service  as  a  commissioner. 

The  motion  was  carried. 

COMPLIMENTARY   RESOLUTIONS. 

Mr.  GLASGOW,  of  Michigan.  I  move  that  the  incoming  president  be 
authorized  to  draft  proper  resolutions,  and  that  they  may  become  a 
part  of  the  proceedings  of  this  convention. 

The  PRESIDENT.  That  will  be  considered  as  approved,  unless  there 
is  objection. 

The  resolutions  are  as  follows : 

Resolved,  That  the  thanks  of  this  association  are  due  and  are  hereby 
tendered — 

To  the  Interstate  Commerce  Commission,  for  the  use  of  their  hearing  room 
and  for  other  courtesies. 

To  the  chairmen  and  members  of  the  various  committees  of  this  association, 
for  their  interesting  and  able  reports. 

To  the  stenographers,  who  have  so  kindly  and  faithfully  reported  the  pro- 
ceedings of  this  convention. 

To  the  chairman,  Mr.  Staples,-  and  to  the  secretary,  Mr.  Connolly,  for  their 
efforts  in  making  this  meeting  one  of  the  most  instructive  and  successful  in  the 
history  of  the  association. 

To  all  who  have  in  any  way  contributed  by  their  courtesies  and  otherwise  to 
the  success  of  this  convention. 

71466—13 29 
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OFFICE  OF  SECRETARY. 

The  PRESIDENT.  I  wish  to  call  the  attention  of  the  association — of 
course  the  members  present,  but  particularly  the  association — to  a 
fact  that  has  presented  itself  to  me  as  an  officer  of  the  association.  To 
my  mind  for  some  length  of  time  our  secretaiy  has  accepted  the 
office — I  refer  to  Mr.  Connolly — unwillingly,  if  you  please.  In  fact, 
it  has  been  imposed  upon  him.  He  has  served  faithfully  and  well.  I 
want  to  invite  the  particular  attention  of  the  members  to  this  fact:  Mr. 
Connolly,  in  order  to  avoid  any  question  of  criticism  of  his  employ- 
ment in  the  capacity  of  an  official  of  the  Interstate  Commerce  Com- 
mission, performs  all  this  arduous  work  outside  of  his  regularly 
constituted  hours  for  his  public  work. 

That  is  not  what  I  desire  to  impress  upon  you  particularly.  There 
is  a  considerable  expense  attendant  upon  his  work.  I  have  no  sug- 
gestion to  make  as  to  just  how  that  should  be  covered.  I  certainly 
think  it  should  be  provided  for  or  cared  for  in  some  way  by  our 
organization. 

Mr.  DECKER,  of  New  York.  I  must  say  that  I  have  given  some 
thought  to  this  particular  subject.  If  it  were  possible  for  us  to  assess 
the  membership  with  entire  safety,  I  would  be  in  favor  of  providing 
a  salary  for  the  secretary  of  this  association.  But  there  are  reasons 
which  will  readily  occur  to  every  member  here  why  it  would  be  un- 
wise to  assess  every  commission  in  the  United  States,  and  there 
might  be  some  difficulty  arising  from  the  inability  of  some  commis- 
sion to  devote  any  money  from  their  appropriations  under  the  State 
laws  covering  appropriations  for  this  work. 

Mr.  Connolly  has  served  most  faithfully  and  well  for  years.  I 
have  already  had  some  talk  with  the  new  chairman  upon  this  very 
subject.  I  would  suggest  at  this  time  that  the  matter  of  covering 
that  point  be  referred  to  the  new  executive  committee  for  considera- 
tion and  such  action  as  it  may  deem  to  be  advisable.  . 

Mr.  THORNE,  of  Iowa!  I  rise  to  second  the  motion,  and  in  regard 
to  it  I  want  to  say  this:  The  objection  has  been  made  to  asking  for 
voluntary  contributions  from  different  commissions  for  fear  it  would 
embarrass  the  commissions  who  did  not  contribute.  I  personally  do 
not  have  that  opinion.  I  will  give  you  my  reasons  very  briefly. 

During  the  past  year  several  Western  State  commissions  have  filed 
briefs  in  the  western  classification  cases  and  in  the  Supreme  Court 
of  the  United  States  in  the  Minnesota  rate  case.  In  those  cases  there 
were  two  States  that  failed  to  contribute  anything  toward  the  ex- 
pense. These  States  did  not  hesitate  to  join  with  other  States  in 
filing  the  briefs,  although  the  entire  expense  was  borne  by  the  other 
States.  I  belong  to  the  Methodist  Church.  I  contribute  a  mite 
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toward  the  expenses  of  our  church.  There  are  those  in  the  church 
who  do  not  contribute  anything.  They  are  willing  to  remain  in  the 
church.  I  belong  to  numerous  voluntary  organizations  where  volun- 
tary contributions  are  made.  I  believe  it  is  entirely  possible  and 
practicable  for  different  commissions  to  make  a  voluntary  contribu- 
tion. 

We  do  not  want  to  sacrifice  or  jeopardize  the  future  usefulness  of 
this  association  by  putting  an  incompetent  man  in  the  position  of 
secretary.  If  Mr.  Connolly  finds  it  necessary  to  leave  us,  to  leave 
our  work,  it  would  be  a  very  great  handicap  toward  our  future 
usefulness. 

Therefore,  I  suggest  in  seconding  the  motion  that  the  executive 
committee  ascertain  and  determine  a  course  of  action,  that  it  shall 
communicate  with  the  different  commissioners  of  the  country  and 
find  out  what  voluntary  contributions  they  can  make. 

Mr.  DUFFY,  of  the  American  Electric  Railway  Accountants'  Asso- 
ciation. May  I  say  that  I  would  like  the  American  Electric  Railway 
Association  to  be  included  in  any  voluntary  contributions  of  any 
association  ? 

The  SECRETARY.  I  do  not  know  that  there  will  be  any  serious  per- 
sonal expense  attached  to  the  duties  of  secretary.  But  during  the  last 
session  of  Congress  a  law  was  passed  that  prohibits  Federal  em- 
ployees from  having  expenses  paid  attending  committee  meetings, 
conventions,  and  such  affairs.  If  I  am  called  on  to  attend  the 
meetings  of  the  executive  committee,  my  expenses  will  have  to  be 
borne  personally.  And  so  it 'goes  with  a  number  of  items  in  connec- 
tion with  this  work  as  secretary.  I  am  not  attempting  to  hold  the 
association  up  for  a  salary;  that  is  not  the  idea.  But  I  have  been 
under  a  personal  expense  each  year  since  I  have  been  acting  as  sec- 
retary. 

Mr.  BURR,  of  Florida.  Can  you  give  us  some  idea  of  about  what 
you  have  had  to  spend  out  of  your  pocket  ? 

The  PRESIDENT.  If  you  will  permit  the  Chair  to  suggest,  would  not 
that  better  be  left  with  the  executive  committee  to  arrive  at  what  is  a 
fair  amount  of  money?  I  do  not  know  that  Mr.  Connolly  can 
answer  it. 

The  SECRETARY.  No ;  I  can  not  tell  that.  I  do  not  know  how  I  am 
to  govern  my  actions  in  the  future  with  reference  to  Government 
franks.  I  have  used  Government  franks  freely  in  years  past.  I 
have  a  hesitancy  in  doing  so  now,  and  will  in  the  future.  I  am  not 
certain  as  to  its  being  a  violation  of  the  postal  regulations  or 
laws.  The  Interstate  Commerce  Commission  has  printed  the  pro- 
ceedings, and  it  has  had  the  Government  stamp  on  it;  that  it  is  a 
document  issued  by  the  Interstate  Commerce  Commission.  There- 
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fore  I  feel  free  with  the  authority  of  the  Interstate  Commerce  Com- 
mission to  mail  these  documents  under  Government  frank. 

Mr.  TIIORNE,  of  Iowa.  I  should  think  you  could  continue  that 
custom  if  possible,  and  that  you  ask  for  the  authority. 

The  SECRETARY.  I  shall  certainly  ask  for  the  authority  before  I 
shall  continue  it. 

The  PRESIDENT.  The  question  is  on  the  adoption  of  the  motion  of 
the  gentlemen  from  New  York  referring  the  matter  to  the  executive 
committee. 

The  motion  was  carried. 

The  PRESIDENT.  I  Avill  now  ask  that  Mr.  Glasgow  and  Mr.  Burr 
escort  our  new  president  to  the  chair. 

(President-elect  Gothlin  was  thereupon  escorted  to  the  chair  by 
Mr.  Glasgow  and  Mr.  Burr.) 

Mr.  GOTHLIN,  of  Ohio.  I  assure  you  I  appreciate  more  deeply 
than  I  can  adequately  express  the  honor  you  have  conferred  upon  me 
by  installing  me  in  this  office.  As  I  stated  when  I  was  elected,  my  aim 
is  that  I  may  be  able  so  to  discharge  the  duties  of  the  office  that  they 
may  in  some  measure  come  up  to  the  record  of  my  predecessor. 
With  that  aim  I  assure  you  I  shall  spare  no  effort,  and  whatever 
shortcomings  there  may  be  in  the  work  of  the  presiding  officer  of  this 
body  will  result  not  because  of  the  efforts  made  but  because  of  sheer 
inability  to  do  better.  I  thank  you,  gentlemen. 

Mr.  STAPLES,  of  Minnesota.  Now,  gentlemen,  I  am  no  longer  presi- 
dent, and  you  will  permit  me  to  express  what  I  have  said  before,  my 
most  earnest  thanks  to  every  member  and  particularly  to  the  chair- 
men whom  I  selected  for  the  faithful  service  and  assistance  they  have 
rendered  me. 

I  want  to  make  a  special  appeal  at  this  time  in  behalf  of  Mr. 
Gothlin,  our  new  president.  The  work  devolving  upon  the  president 
of  the  association  I  do  not  believe  is  appreciated  by  the  full  member- 
ship. I  do  hot  see  how  it  possibly  can  be.  To  a  very  large  degree  the 
success  of  our  association  depends  upon  the  intelligent  and  energetic 
course  adopted  and  taken  by  the  president.  But  the  meeting  will  be 
a  failure  unless  the  membership  responds  to  his  requests.  He  can  not 
possibly  consult  the  personal  and  individual  wishes  of  every  member 
and  always  grant  their  desires ;  it  is  not  possible.  No  doubt  he  will 
come  the  nearest  he  can  to  it.  I  hope  very  much  that  members  will 
respond  to  him  readily  and  quickly  and  willingly.  I  can  not  express 
it  too  strongly. 

Again  I  want  to  thank  you  all  for  your  courtesies  to  me  during 
the  past  year. 

Mr.  DECKER,  of  New  York.  May  I  ask  the  convention  to  join  me 
in  testifying  to  the  able  work  and  the  uniform  exhibition  of  courtesy 
and  even  good  nature  to  the  members  of  this  convention  and  of  the 
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association  during  the  year  which  has  been  manifested  by  the  presi- 
dent of  the  association  during  the  past  year  by  rising  and  testifying 
our  appreciation  of  what  he  has  done? 

(The  members  of  the  association  thereupon  arose.) 

Mr.  STAPLES.  I  thank  you,  gentlemen. 

President  GOTHLIN.  I  believe  our  new  first  vice  president  has  left. 
Our  second  vice  president,  the  gentleman  from  Iowa,  Mr.  Thorne,  is 
present,  and  I  know  the  members  would  like  him  to  say  a  word. 

Mr.  THORNE,  of  Iowa.  I  know  it  would  be  an  imposition  upon  you 
to  further  take  up  your  time.  In  the  great  work  we  have  to  do  I 
hope  to  do  my  little  part  as  faithfully  and  as  well  as  I  am  capable  of 
doing  it. 

The  PRESIDENT.  Mr.  Connolly. 

The  SECRETARY.  The  secretary  has  nothing  to  say  at  this  time  more 
than  to  thank  the  members  of  the  association  for  the  honor  they 
have  conferred  upon  him. 

The  PRESIDENT.  Mr.  Staples,  is  there  anything  further  upon  the 
docket  to  be  considered  by  this  organization? 

Mr.  STAPLES.  I  think  the  business  is  closed,  unless  there  is  some 
new  subject  matter  to  be  presented  by  some  member  present. 

The  PRESIDENT.  Is  there  anything  that  any  member  of  the  organi- 
zation present  has  to  offer  before  the  final  adjournment  for  this  year? 

Mr.  MILLS,  of  Minnesota.  If  there  is  no  further  business,  I  move 
we  adjourn. 

The  motion  was  carried,  and,  at  12.30  o'clock  p.  m.,  Friday,  No- 
vember 22,  1912,  the  convention  adjourned  sine  die. 


CONSTITUTION 

OF  THE 

NATIONAL  ASSOCIATION  OF  RAILWAY  COMMISSIONERS,  ADOPTED  AT  SAN 
FRANCISCO,  CAL  ,  JUNE  7, 1901. 

[As  amended  October  8,  1907,  October  7  and  8,  1908,  November  19,  1909,  November  17, 
1910,  and  November  21,  1912.] 


I. — -NAME. 

The  name  of  this  association  shall  be  "  The  National  Association  of  Railway 
Commissioners,"  and  its  object  the  discussion  of  subjects  pertaining  to  the 
operation  and  supervision  of  railway  companies  and  other  public-service 
corporations. 

II. — MEMBERSHIP. 

Active  membership  shall  embrace  only  the  Interstate  Commerce  Commis- 
sioners, the  railway  commissioners  or  deputy  commissioners  of  the  several 
States  and  Territories  of  the  Union,  and  in  those  States  and  Territories  having 
no  railway  commission.  State  officers  who  by  law  exercise  active  supervisory 
powers  over  the  affairs  of  railways ;  also  the  secretary,  assistant  secretary,  and 
chief  clerk  of  the  Interstate  Commerce  Commission,  and  the  secretary,  assistant 
secretary,  and  clerk  of  each  State  railway  commission,  where  such  office  is 
created  by  law ;  and  any  member  of  any  board  or  bureau  of  a  State  or  Terri- 
tory created  by  law  whose  duty  requires  of  the  members  of  said  board  or 
bureau  the  regulation  or  supervision  of  a  public-service  corporation. 

Honorary  membership  shall  include  former  members  of  the  association,  a 
committee  of  three  from  each  steam  or  electric  railway  accounting  association, 
the  statistician  of  the  Interstate  Commerce  Commission,  and  of  the  several 
State  commissions,  together  with  the  regular  counsel,  the  regularly  employed 
rate  experts,  not  more  than  one  for  each  commission,  and  the  engineers  of  said 
commissions. 

Active  members  shall  be  entitled  to  one  vote  each,  if  present,  upon  all  ques- 
tions coming  before  the  association.  Honorary  members  shall  have  the  privi- 
leges of  the  floor  and  the  right  of  debate,  but  shall  not  be  entitled  to  vote. 

III. — OFFICERS. 

The  officers  of  the  association  shall  consist  of  a  president,  two  vice  presidents, 
a  secretary,  and  assistant  secretary,  who  shall  discharge  the  duties  ordinarily 
devolving  upon  such  officers  in  similar  associations.  They  shall  be  elected  from 
the  active  members  of  the  association  by  ballot,  upon  nomination  upon  the  floor 
of  the  convention,  and  shall  hold  office  from  the  close  of  that  annual  session  at 
which  they  are  elected  until  the  close  of  the  next  annual  session  and  until  their 
successors  are  chosen.  If  an  officer  becomes  disqualified  for  active  membership 
during  his  term  of  office,  he  shall  thereby  lose  the  right  to  vote. 

IV. — COMMITTEES. 

The  following  shall  be  the  standing  committees  of  the  association,  consisting 
of  seven  members  each,  to  be  appointed  from  among  its  members  by  the 
president : 
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1.  An  extvniive  committee,  of  which  the  president  and  secretary  shall  be 
ex  oth'cio  members.     This  committee  shall  have  general  charge  of  the  arrange- 
ments governing  the  holding  of  the  several  meetings  of  the  association  and  the 
conduct  of  business  at  those  meetings.     The  first  order  of  business  after  the 
calling  to  order  of  a  convention  shall  be  the  report  of  this  committee.     The 
report  of  this  committee  and  of  all  other  committees  shall  be  filed  for  printing 
and  distribution  at  least  30  days  before  holding  the  annual  convention. 

2.  Amendment  of  act  to  regulate  commerce. 

3.  Car  service,  demurrage,  reciprocal  demurrage,  storage  rules,  and  charges. 

4.  Delays  attendant  upon  enforcing  orders  of  railway  commissions. 

5.  Expess  service  and  express  rates. 

6.  Grade  crossings  and  trespassing  on  railroads. 

7.  Legislation. 

8.  Powers,  duties,  and  work  of  railway  commissioners. 

9.  Railroad    taxes   and   plans   for   ascertaining   fair    valuation    of    railroad 
property. 

10.  Rates  and  rate  making. 

11.  Railway  capitalization. 

12.  Railway  service  and  railway  accommodations. 

13.  Safety  appliances. 

14.  Statistics  and  accounts. 

15.  Shippers'  claims. 

16.  Statistics  and  accounts  of  electric  railways. 

17.  Telephone  and  telegraph  rates  and  service. 

18.  Uniform  classification  and  simplification  of  tariff  sheets. 

19.  Special  committees  authorized  by  the  executive  committee. 

20.  Such  other  committees  as  the  convention  may  by  majority  vote  create. 

V. — ANNUAL  MEETING. 

One  meeting  of  the  association  shall  be  held  each  year.  The  time  and  place 
for  each  meeting  shall  be  designated  by  the  preceding  convention,  but  in  case 
of  failure  to  so  designate  the  executive  committee  shall  call  the  meeting. 

In  case  of  exigency  the  executive  committee  shall  have  authority  to  take  a 
vote  of  the  members  of  the  association  by  mail  upon  the  question  of  changing 
the  previously  fixed  time,  and  if  necessary  the  place  of  holding  the  annual  con- 
vention of  the  association,  and  thereupon  the  committee  shall  issue  a  circular 
notifying  the  members  of  the  result  and  any  change  thereby  ordered.  In  taking 
any  such  vote  the  executive  committee  shall  present  a  proper  date,  or  place,  or 
both,  if  necessary,  and  the  question  shall  be  whether  or  not  the  time  or  place,  or 
both,  shall  be  so  changed. 

VI. — AMENDMENTS. 

This  constitution  may  be  amended  at  any  annual  convention  by  a  majority 
vote  of  the  active  members  present,  provided  that  such  amendment  has  been 
submitted  in  writing  to  the  secretary  of  the  association  and  by  him  sent  to 
the  Interstate  Commerce  Commission  and  the  several  boards  of  railroad  com- 
missioners at  least  two  months  previous  to  the  meeting  of  said  annual  conven- 
tion. If  no  notice  of  the  proposed  amendment  has  been  given  as  above,  it  shall 
require  a  two-thirds  vote  for  its  adoption. 


LIST  OF  RAILROAD  COMMISSIONS,  SHOWING  OFFICIAL  TITLES 

AND  ADDRESSES,  AND  MEMBERS,  SECRETARIES,  AND 

OTHER  OFFICERS,  JANUARY  1, 1913. 


INTERSTATE  COMMERCE  COMMISSION. 
WASHINGTON,  D.  C. 


CHARLES  A.  PROXJTY,  Chairman. 
JUDSON  C.  CLEMENTS,  Commissioner. 
FRANKLIN  K.  LANE,  Commissioner. 
EDGAR  E.  CLARK,  Commissioner. 
JAMES  S.  HARLAN,  Commissioner. 
CHARLES  C.  McCnoRD,  Commissioner. 
BALTHASAR  H.  MEYER,  Commissioner. 
JOHN  H.   MARBLE,  Secretary. 


G.  B.  McGiNTY,  Assistant  Secretary. 
WILLIAM  H.  CONNOLLY,  Chief  Clerk. 
W.  J.  MEYERS,  Statistician. 
J.  M.  JONES,  Chief  of  Bureau  of  Tariffs. 
CHAS.  A.  LUTZ,  Chief  Examiner  Com- 
mercial Accounts. 
P.  J.  FARRELL,  Solicitor. 


RAILROAD  COMMISSION  OF  ALABAMA. 


MONTGOMERY,   ALA. 


CHAS.  HENDERSON,  -  President. 
LEON  McCoRD. 
FRANK  N.  JULIAN. 


S.  P.  KENNEDY,  Secretary. 

EDGAR  B.  KAY,  Consulting  Engineer. 

J   W.  KIRTLAND,  Rate  Clerk. 


CORPORATION  COMMISSION  OF  ARIZONA. 
PHOENIX,  ARIZ. 

W.  P.  GEARY,  Chairman.  F.  A.  JONES. 

A.  W.  COLE. 

RAILROAD  COMMISSION  OF  ARKANSAS. 


LITTLE   ROCK,   ARK. 


J.  S.  ROWLAND,  Chairman. 
GEO.  W.  BELLAMY. 
WM.  F.  MCKNIGHT. 
W.  E.  FLOYD,  Secretary. 


G.  W.  SWAIN,  Rate  Expert. 
Jos.  M.  HILL,  Chief  Counsel. 
J.  H.  HARROD,  Counsel. 


RAILROAD  COMMISSION  OF  CALIFORNIA. 


SAN  FRANCISCO,   CAL. 


JOHN  M.  ESHLEMAN,  President. 
H.  D.  LOVELAND. 
ALEX.  GORDON. 
MAX  THELEN. 
E.  O.  EDGERTON. 


CHAS.  R.  DETRICK,  Secretary. 
H.  H.  SANBOBN,  Rate  Expert. 
R.  A.  THOMPSON,  Chief  Engineer. 
L.  R.  REYNOLDS,  Auditor. 


RAILROAD  COMMISSION  OF  COLORADO. 
DENVER,  COLO. 

AARON  P.  ANDERSON,  President.  JOHN  W.  FLINTHAM,  Assistant  Secre- 

SHERIDAN  S.  KENDALL,  Commissioner.         tary. 
DANIEL  H.  STALEY,  Commissioner  and 
Secretary. 
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PUBLIC  UTILITIES  COMMISSION  OF  CONNECTICUT. 
HARTFORD.  CONN. 

RICHARD  T.  HIGGINS,  Chairman.  THEO.  B.  FORD. 

HENRY  F.  BILLINGS,  Clerk.  JOHN  H.  HALE. 

RAILROAD  COMMISSION  OF  FLORIDA. 

TALLAHASSEE,  FLA. 
R.  HUDSON  BUBR,  Chairman.  F.  M.  HUDSON,  Counsel. 


N.  A.  BLITCH. 

ROYAL  C.  DUNN. 

J.  WILL  YON,  Secretary. 


F.  P.  DAMON,  Inspecting  Engineer. 
J.  H.  TENCH,  Rate  Expert. 


RAILROAD  COMMISSION  OF  GEORGIA. 


ATLANTA.    GA. 


CHAS.   MURPHEY   CANDLER,   Chairman. 
GEORGE  HILLYER,  Vice  Chairman. 
JOSEPH  F.  GRAY. 
PAUL  B.  TRAMMELL. 


JAMES  A.  PERRY. 
CAMPBELL  WALLACE,  Secretary. 
J.  PRINCE  WEBSTER,  Rate  Expert. 
JAMES  K.  HINES,  Special  Attorney. 


RAILROAD  AND  WAREHOUSE  COMMISSION  OF  ILLINOIS. 


SPRINGFIELD,    ILL. 

ORVILLE  F.  BERRY,   Chairman. 
B.  A.  ECKHART. 

JAS.  A.   WlLLOUGHBY. 

WILLIAM  KILPATRICK,  Secretary. 


CHAS.  J.  SMITH,  Assistant  Secretary. 
FRANK  G.  EWALD,  Consulting  Engineer. 
THOS.  L.  WOLF,  Rate  Clerk. 


RAILROAD  COMMISSION  OF  INDIANA. 


INDIANAPOLIS,   IND. 


WM.  J.  WOOD,  Chairman. 
JOHN  F.  MCCLURE. 
FRANK  E.  PAYNE. 


Jos.  L.  REILEY,  Secretary. 

M.  T.  BRADY,  Clerk. 

H.  O.  GARMAN,  Engineer. 


BOARD  OF  RAILROAD  COMMISSIONERS  OF  IOWA. 
DES  MOINES,  IOWA. 


N.  S.  KETCHUM,  Chairman. 

D.  J.  PALMER. 

CLIFFORD  THORNE. 

GEORGE  L.  MCCAUGHAN,  Secretary. 

W.  H.  HENRY,  Clerk. 

PUBLIC  -UTILITIES  COMMISSION   OF  KANSAS. 


A.  D.  BEALS,  Rate  Clerk. 
J.  H.  HENDERSON,  Commerce  Counsel. 
DWIGHT    N.    LEWIS,    Assistant    Com- 
merce Counsel. 


TOPEKA,    KANS. 


GEORGE  PLUMB,  Chairman. 
FRANK  J.  RYAN. 
JOHN  T.  WHITE. 


W.  G.  GRICE,  Secretary. 

E.  H.  HOGUELAND,  Rate  Clerk. 

JOHN  MARSHALL,  Attorney. 


RAILROAD  COMMISSION  OF  KENTUCKY. 


L.  B.  FINN,  Chairman. 
WM.  F.  KLAIB. 
H.  G.  GARRETT. 


FRANKFORT,    KY. 

W.  J.  J.  PREUSS,  Rate  Clerk. 
R.  TOBIN,  Secretary. 
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RAILROAD  COMMISSION  OF  LOUISIANA. 
BATON  ROUGE,  LA. 

J.  J.  MEREDITH,  Chairman.  HENRY  JASTREMSKI,  Secretary. 

HENRY  B.  SCHEEIBEB.  W.  M.  BARROW,  Counsel. 

SHELBY  TAYLOR. 

RAILROAD  COMMISSION  OF  MAINE. 

AUGUSTA,  ME. 

ELMER  P.  SPOFFORD,  Chairman.  JOHN  A.  JONES. 

FRANK  FEIZER.  GEO.  F.  GIDDINGS,  Clerk. 

PUBLIC  SERVICE  COMMISSION  OF  MARYLAND. 
BALTIMORE,  MD. 

PHILIP  D.  LAIRD,  Chairman.  WM.  C.  BRUCE,  General  Counsel. 

JOSHUA  W.  HERING.  A.     C.     RITCHIE,     Assistant     General 

E.  CLAY  TIMANUS.  Counsel. 

Louis  M.  DUVALL,  Secretary.  CHAS.  E.  PHELPS,  Jr.,  Chief  Engineer. 

RAILROAD   COMMISSION  OF  MASSACHUSETTS. 
BOSTON,  MASS. 

FBEDK.  J.  MACLEOD,  Chairman.  CHARLES  E.  MANN,  Clerk. 

GEORGE  W.  BISHOP.  GEORGE  F.  SWAIN,  Consulting  Engineer. 

CLINTON  WHITE. 

RAILROAD  COMMISSION  OF  MICHIGAN. 

LANSING,  MICH. 

CASSIUS  L.  GLASGOW,  Chairman.  WILLARD  N.  SWEENEY,  Secretary. 

GEORGE  W.  DICKINSON.  JAMES  BICE,  Inspecting  Engineer. 

LAWTON  T.  HEMANS.  R.  R.  DARWIN,  Chief  Rate  Inspector. 

RAILROAD   AND  WAREHOUSE  COMMISSION  OF  MINNESOTA. 
ST.  PAUL,  MINN. 

IRA  B.  MILLS,  Chairman.  THOMAS  YAPP,  Assistant  Secretary. 

CHAS.  F.  STAPLES.  A.  L.  FLYNN,  Rate  Clerk. 

CHAS.  E.  ELMQUIST.  D.  F.  JURGENSEN,  Engineer. 

A.  C.  CLAUSEN,  Secretary.  GEO.  T.  SIMPSON,  Counsel. 

RAILROAD  COMMISSION  OF  MISSISSIPPI. 
JACKSON,  MISS. 

F.  M.  SHEPPARD,  President.  W.  B.  WILSON. 

G.  R.  EDWARDS.  JAMES   GLACERAN,   Secretary. 

RAILROAD  AND  WAREHOUSE  COMMISSION  OF  MISSOURI. 
JEFFERSON  CITY,  MO. 

H.  R.  OGLESBY,  Chairman.  T.  M.  BRADBURY,  Secretary. 

F.  A.  WIGHTMANN.  O.  M.  STEERS,  Rate  Clerk. 

JOHN  A.  KNOTT. 

RAILROAD  COMMISSION  OF  MONTANA. 
HELENA,  MONT. 

B.  T.  STANTON,  Chairman.  R.  F.  MCLAREN,  Secretary. 
E.  A.  MORLEY.  O.  W.  TONG,  Rate  Clerk. 
DAN.  BOYLE. 
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RAILWAY  COMMISSION  OF  NEBBASKA. 
LINCOLN,  NEBB. 

H.  J.  WINNETT,  Chairman.  U.  G.  POWELL,  Rate  Clerk. 

H.  T.  CLABKE,  Jr.  E.  C.  HUBD,  Engineer. 

THOMAS  L.  HALL.  L.  F.  WETTLING,  Accountant. 
A.  B.  ALLEN,  Secretary. 

PUBLIC  SERVICE  COMMISSION  OF  NEVADA. 

CABSON  CITY,  NEV. 

H.  F.  BABTINE,  Chairman.  E.  H.  WALKER,  Secretary. 

W.  H.  SIMMONS.  W.  K.  FBAUDENBERGEB,  Chief  Engineer. 

J.  F.  SHAUGHNESSY. 

PUBLIC  SEBVICE  COMMISSION  OF  NEW  HAMPSHIRE. 
CONCORD,  N.  H. 

EDWARD  C.  NILES,  Chairman.  JNO.  W.  STORES,  Chief  Inspector. 

THOMAS  W.  D.  WOBTHEN.  F.  E.  WEBSTER,  Assistant  Clerk. 

JOHN  E.  BENTON,  Clerk.  ROBT.  RANTOUL,  Rate  Expert. 

BOARD  OF  PUBLIC  UTILITY  COMMISSIONERS  OF  NEW  JEBSEY. 
TBENTON,  N.  J. 

ROBERT  WILLIAMS,  President.  ALFRED  N.  BARBER,  Secretary. 

THOMAS  J.  HILLERY.  FRANK  H.  SOMMER,  Counsel. 

W.  M.  DANIELS. 

RAILROAD  COMMISSION  OF  NEW  MEXICO. 
SANTA  FE,  N.  MEX. 

H.  H.  WILLIAMS,  Chairman.  G.  H.  VANSTONE. 

M.  S.  GBOVES. 

PUBLIC  SEBVICE  COMMISSIONS  OF  NEW  YORK. 
FIRST  DISTRICT — NEW  YORK,  N.  Y. 

WILLIAM  R.  WILLCOX,  Chairman.  JOHN  E.  EUSTIS. 

GEO.  V.  S.  WILLIAMS.  GEO.  S.  COLEMAN,  Counsel. 

J.  SERGEANT  CRAM.  T.  H.  WHITNEY,  Secretary. 

MILO  R.  MALTBIE.  JAMES  B.  WALKER,  Assistant  Secretary. 

SECOND  DISTRICT — ALBANY,  N.  Y. 
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